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Mr. Skirm yelled, “WAT T / i 


...SO | waited! 


MR. SKIRM: Peggy, how many times do 
you use a sheet of carbon paper? 
PEGGY: Why, uh... ah, about 20 times 
T guess. 

MR. SKIRM: I thought so. Here, take a 
look at this: 
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PEGGY: Jeepers, it’s a miracle! How 
come? 

MR. SKIRM: As I understand it, Park 
Avenue is deep-inked by some special 
process that soaks the ink deep into the 
paper. Another reason is Park Avenue’s 
extension edge. That lets you reverse 
each sheet, top to bottom, so that you 
use all parts of the paper. 

PEGGY: Ah me, too bad such 18-carat 
carbon paper can’t be on the desk of every 
girl in the office. 

MR. SKIRM: It’s going to be, starting 
Monday. And, believe me, I’m going 


Laboratory test No. 36092-NY. issued October 6, 194z 


to expect you girls to get a lot more 
mileage out of your carbon paper from 
now on! 


*Trade-Mark Registered U.S. Pat. Off. 
Copyright 1942, Royal Typewriter Company, Inc. 
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Carbon Papers and Ribbons 
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a 





Park AVENUE is only one of the out- 
standing carbon papers in the Roytype* 
line. Roytype is the carbon paper and 
ribbon division of the Royal Typewriter 
Company. Why not get your purchas- 
ing agent to call in the local Royal 
Typewriter representative today? He 
can quickly show you which weight 
and finish of Royal Carbon Paper ex- 
actly fits your every typing need. 


* * * 


The armed forces need typewriters! 
See how many of your standard ma- 
chines (made since Jan. 1, 1935) you 
can spare. Call your nearest Royal 
Branch— we will buy them, affix the 
Government seal, and pay you the Gov- 
ernment fixed price. 
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DATES AHEAD 


TWELFTH ANNUAL 
MEETING 


September 20, 21, 22, 1943—-New 
York City 


EASTERN SPRING 
CONFERENCE 


April 11-12, 1943—Philadelphia 


MIDWESTERN CONFERENCE | 
May 9 and 10, 1943—Cleveland | 


MEETING DATES OF 
CONTROLS 


March 
March 
3—Bridgeport 
4—Philadelphia 


9—Cincinnati, Cleve- 
Milwaukee 


March 
land, 


March 10—Baltimore, Chatta- | 


nooga, Indianapolis, Kansas 
City 
March 11—Dayton, Hartford 
March 15—New York City 
March 16—Springfield, Syracuse 
March 18—Los Angeles, San 
Francisco 
March 22—Pittsburgh, St. Louis 


March 23—Boston, Chicago, | 


District of Columbia, Houston 


March 30—Detroit 
March 31—Louisville, Rochester 


April 
1—Philadelphia 
6—Buffalo, Twin Cities 
7—Bridgeport 


April 

April 

April 

April 
Hartford 

April 12—Kansas City 


| April 13—Cincinnati, Cleveland, 


Milwaukee 
April 14—Baltimore, Indianap- 
olis 
April 15—Los Angeles, New 
York City, San Francisco 
April 20—Springfield, Syracuse 
April 26—Pittsburgh, St. Louis 


April 27—Boston, Chicago, De- | 


troit, Districtof Columbia, 
Houston 


April 28—Louisville, Rochester 


Note: These are scheduled dates. 
Some changes may be made. 


2—Buffalo, Twin Cities | 


8—Chattanooga, Dayton, | 
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Editorial Comment 


One Heavy Load Lightened 


TELEGRAM to Mr. F. G. Hamrick, Chairman 

of the Committee on Federal Taxation of The 
Controllers Institute of America, from the Bureau 
of Internal Revenue, clears up a point involved in 
the preparation of Federal income tax returns by 
corporations which had been causing controllers 
great concern. It has to do with supplying informa- 
tion to the Bureau of Internal Revenue concerning 
all increases and decreases in salaries or wages made 
after October 3, 1942. 

Mr. Timothy C. Mooney, Deputy Commissioner 
of Internal Revenue, telegraphed Mr. Hamrick that 
a brief summary submitted with the return, and a 
complete record maintained by the taxpayer will 
comply, in answering question 11 on Form 1120. 
This is a great relief to corporate taxpayers. 

The details are interesting. Chairman Hamrick 
wrote the Commissioner of Internal Revenue on 
March 5. He quoted Question 11 of Form 1120 of 
the corporation return, which reads: 


“Did the corporation at any time after October 3, 

1942, and before the end of its taxable year have in its 
employ more than 8 individuals? 
“(Answer ‘yes’ or ‘no’) ... . If answer is ‘yes,’ has 
the corporation in this return taken a deduction for any 
amount of wages or salaries representing an increase 
or decrease in rate after October 3, 1942? (Answer 
‘yes’ or ‘no’) .... If answer to second question is 
‘yes’ attach statement explaining all such increases and 
decreases. If any of such increases or decreases re- 
quired the prior approval of the National War Labor 
Board or the Commissioner of Internal Revenue as 
stated in Instruction 16, attach also a copy of the au- 
thorization for each of such increases or decreases.” 


What Literal Compliance Would Have Meant 
Mr. Hamrick wrote further: 


“This question, if answered literally, will con- 
sume an almost unbelievable amount of additional 
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man hours. Where the taxpayer is a large corpora- 
tion with many plants scattered over the country, if 
a detailed record is to be attached to the return, 
it will be a volume which may be several inches 
thick and may represent more paper than all the 
rest of the return. Furthermore, its completion will 
delay the filing of the return. 

“If this question must be answered literally, it is 
a matter of grave concern to many of our members. 
I doubt if the Bureau contemplated the imposition 
of such a burden on corporate taxpayers. It seems 
probable that what is contemplated is that only a 
very brief summary be submitted with the retum 
and that the complete record of wage and salary 


changes and approvals by the War Labor Board and | 


the Treasury Department be preserved for examina- 
tion by the Internal Revenue agent at the time of 
auditing the return instead of being attached to the 
return. 

“It will be very much appreciated if you will 
please telegraph me collect at the above address if 
my interpretation is correct and, if not, then kindly 
state specifically what is the minimum information 
that should be furnished with the return.” 


Bureau Adopts Controller's Inter pretation 


The Bureau of Internal Revenue evidently recog- 
nized the soundness of Mr. Hamrick’s suggestion, as 
its telegram of March 11 adopts this interpretation 
of the requirement. It reads: 

“Brief summary submitted with return and complete 


record maintained by taxpayer will comply in answet- 
ing question eleven form eleven twenty.” 


The importance of this ruling on the part of the | 


Bureau of Internal Revenue looms large in the eyes 
of controllers, and they have hastened to express to 


The Controllers Institute of America their apprecia- F 


tion of its part in securing this interpretation of the 
correct handling of question 11. 
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Renegotiation of Government Contracts 


N making plans for the Eastern Spring Conference 
| of Controllers the committee in charge of the 
program sent to members of The Controllers Insti- 
tute of America an inquiry as to what subjects they 
would suggest be included in the program. Renego- 
tiation of government contracts stood at the top of 
the list of replies. 

The committee therefore is giving that subject a 
full half day. It is planning to make this an “ex- 
perience” meeting, and to restrict it to members and 
to persons sponsored by members. In this way it is 
expected that much information will be brought out 
that will be valuable to controllers of companies 
whose contracts are still to be renegotiated. Infor- 
mal advices are to the effect that but a comparatively 
small number of companies have gone through the 
experience of renegotiating their government con- 
tracts, somewhere between 150 and 200. 

It is evident that but slow progress is being made, 
under the procedures that have been set up. Again, 
informal reports are to the effect that the cases 
of approximately 8,000 companies have been “‘as- 
signed,” or allocated to one of the services which 
have the responsibility under the law of setting up 
boards and conducting renegotiation hearings. The 
grand total of cases to be considered is said to be 
many times the 8,000 which have been “‘assigned.” 
This is all rather staggering. 


Preparing for Renegotiation 


- this issue there appears an informative article 
on the subject of preparing for renegotiation, by 
Mr. H. T. McAnly. He makes some interesting 
points about the difficulty of trying to reach a just 
conclusion as to what excessive profits are, especially 
when an arbitrary period—one year—must be used. 
The use of a short period increases the difficulties. 

In the Spring Conference in Philadelphia on 
April 12 many of the difficulties already encountered 
will be described, as well as the methods used in 
atriving at conclusions. Also, the difficulties still to 
be encountered will be analyzed. 


Three Shots at Profits 


hai the internal revenue’tax on excess profits, 
with the renegotiation of government con- 
tracts for the purpose of recovering profits which 
may be regarded as excessive, and with the power 
conferred on the Office of Price Administration to 
reduce prices if it determines that a company’s 
profits are in its estimation too large, it may be said 
that the government has three shots at profits. In 
fact it may be said that it has the situation pretty 
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well under control, even though the new head of the 
OPA has intimated that that agency will not pull 
the trigger. 


Growing Demand for Controllership Services 


[* these days of shortages of trained personnel, 
more companies than in the past are turning to 
The Controllers Institute of America in an effort to 
get in touch with men capable of serving as control- 
lers. Several interesting placements have been made 
of late through the informal service which The In- 
stitute maintains, without charge to the members or 
to the companies. In many instances these are new 
companies. 

It is logical that, in order to secure a controller, 
a company should turn to the national organization, 
if there is no one in the company’s employ who 
could be promoted to that post. The demand for 
controllership service is becoming more and more 
insistent, under war conditions, and indications are 
that these services will be in still greater demand 
when the war ends, and the complex problems of 
the transition and reconstruction periods present 
themselves. 


Why Not Combine These Reports? 


 Piericeipe corse are looking forward to the early 
part of 1944, and are visualizing the tasks that 
have been laid out for them by various governmental 
agencies, including the Bureau of Internal Revenue. 

Under the Victory Tax provision of the 1942 Fed- 
eral Revenue Act, the employer must provide the 
employee by January 31, 1943, a statement of the 
earnings of that employee and the withholdings 
from those earnings for the Victory Tax for the cal- 
endar year 1943. 

In addition Form 1099 must be prepared by the 
employers by February 15. Controllers are pointing 
out that it has been a major job to complete Form 
1099 by February 15, and add that if this date is to 
be advanced by fifteen days, the requirement will 
become a real burden. 

Controllers are expressing the thought that the 
report on the withholdings of sums in payment of 
the Victory Tax should supplement Form 1099. It 
seems to them that it would be unnecessary to have 
both forms. 

These details of administration are being taken 
up by controllers through their national organiza- 
tion with the Treasury Department and the Bureau 
of Internal Revenue, in the hope that some of the 
forms may be combined, and in the further hope that 
the reporting dates may be so adjusted as to fall at 
longer intervals than the present schedule calls for. 





The Treasury Department has 
made several rulings with respect to 
the application of the salary stabil- 
ization regulations and the Victory 
Tax to directors’ fees, in response to 
inquiries made by Mr. F. G. Ham- 
rick, Chairman of the Institute’s 
Committee on Federal Taxation. 

Questions and rulings follow: 


QUESTION 
1. Are usual and ordinary direc- 

tors’ fees ($100 or less per meeting) 
paid for attendance at and participa- 
tion in meetings of the board of di- 
rectors or meetings of sub-commit- 
tees of the board of directors, such 
as executive and finance committees, 
to be considered as salaries for the 
purposes of the salary stabilization 
regulations? This question was 
asked with respect to the following 
categories of directors: 

(1) Directors who are officers of 
the corporation and who receive 
salaries from it for services other 
than attendance at the meetings 
of the board of directors or sub- 
committees of the board. 

(2) Directors who are officers of 
the corporation but who receive 
no salaries from it. 

(3) Directors who are not officers 
or employees of the corpora- 
tion and who receive no salaries 
from it. 

(4) Directors of a corporation which 
is a subsidiary or affiliated cor- 
poration of another corporation 
by which the directors are pri- 
marily employed. 


TREASURY’S REPLY 
In reply to this question the Treas- 
uty Department ruled that: 


“Directors of companies are not con- 
sidered employees when acting strictly in 
their capacity as directors. Therefore com- 
pensation received for such services is not 
salary. There are instances, however, 


where directors not only act in their ca- 
pacities as directors but also perform ad- 





Treasury Rules on Deduction of 
Victory Tax from Directors’ Fees 


ministrative or executive duties and re- 
ceive salaries therefor. Usually such serv- 
ices are adequately compensated for and 
little difficulty should be experienced by 
you in distinguishing between the two 
classes of duties. 

“Fees received by committees composed 
of members of the board of directors are 
in the same general category as fees re- 
ceived by directors provided the fees are 
received as directors’ fees for services 
usually performed by directors and re- 
quired of them. Any amounts received 
for services of a nature usually performed 
by officers of a corporation constitute 
salaries which are subject to the provi- 
sions of the Regulations. It is immaterial 
whether the directors are officers of the 
corporation. The deciding factor is 
whether the services performed by the 
directors are performed by them in their 
capacities as directors or constitute services 
of a nature usually performed by officers 
and employees of the corporation.” 


The same ruling applies to each 
category of directors listed in the 
inquiry. 

QUESTION 

2. Directors, as such, are not con- 
sidered employees of a corporation 
for the purposes of the Federal In- 
surance Contributions Act (Section 
402.204 of Regulations 106), the 
Federal Unemployment Tax Act 
(Section 403.204 of Regulations 107) 
and collection at the source of the 
Victory Tax (Circular WT issued 
November, 1942). Accordingly, the 
usual ordinary directors’ fees are not 
subject to the social security taxes 
nor to the Victory Tax withholding 
provisions. These regulations do not 
specifically refer to the usual ordi- 
nary fees ($100 or less per meeting) 
paid to directors who are members of 
sub-committees of the board of 
directors for attendance at and par- 
ticipation in meetings of such sub- 
committees. The Treasury Depart- 
ment was asked to clarify this point. 


TREASURY’S REPLY 


In reply, the Treasury Department 
ruled that: 
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“Where directors who are officers of the 
corporation and who receive salaries for 
services other than attendance at the meet. 
ings of the board of directors or subcom-. 
mittees of the board are considered em- 
ployees, the 5 per cent. Victory Tax 
should be withheld on such salaries, 

“Where directors are officers of the 
corporation but receive no salary from 
it, and where directors are not officers or 
employees of the corporation and receive 
no salaries, no withholding of Victory 
Tax is required. 

“In the case of directors of a corpora- 
tion which is a subsidiary or affiliated 
corporation of another corporation by 
which the directors are primarily em- 
ployed, no withholding of victory tax is 
required.” 


No reply has been received with te- 
spect to the Social Security tax phase of 
this question but it is assumed that 
the same principle would apply as 
in the case of the Victory Tax. 





COMMITTEE GIVEN NEW 
NAME 


For many years The Controllers 
Institute of America has been coop- 
erating with the Treasury Depart- 
ment on the subject of the adminis- | 
trative and technical details of the | 
revenue acts, in an effort to correct 
| palpably unworkable or difficult pro- 
visions of the acts. Recommenda- 
tions designed to improve the acts 
in those respects have been made | 
from time to time, not only to the | 
Treasury Department, but to com- 
mittees of both Houses of Congress, 
and to the technical staff of the | 
Joint Committee on Internal Rev- 
enue Taxation. | 

It was deemed desirable by the | 
Board of Directors of The Institute | 
therefore to give the Committee a 
more comprehensive title, one that 
would be more in keeping with the 
scope of its work. At a Board meet- 
ing on February 26 it was voted to 
change the name of the Committee 
to ‘‘Committee on Federal Taxa- 
tion.” 

It had previously been known as 
the Committee on Cooperation with | 
the Treasury Department. 
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How To Make Use of Relief 


Provisions of Revenue Act 


While the present Federal Revenue 
Act is designed to exact the highest 
revenue in the history of the United 
States, it is also true that the amend- 
ments to the Internal Revenue Code 
made by the Revenue Act of 1942 
probably include more relief provisions 
favoring taxpayers than any predeces- 
sor act. There are many bases of 
claims for refunds. No less an author- 
ity than Mr. Randolph Paul recently 
pointed out that much of the complex- 
ity of the Code was attributable to the 
fact that a large portion of it is de- 
voted to relief provisions. Since it 
would be impracticable to do more 
than outline these provisions, this pa- 
per will be restricted to Section 722, 
entitled General Relief-Constructive 
Average Base Period Income, and to 
the salient factors that may be of aid 
in compiling claims for relief. 


SEARCH FOR EQUITABLE BASIS FOR 
Excess PROFITS 


The excess profits tax is levied on 
the profits over and above a reason- 
able or normal return on the business, 
and for the purpose of determining 
what is excess, certain alternative tests 
are provided in the statute, namely, a 
percentage return on the capital em- 
ployed in the business, or the excess 
over normal income, whichever pro- 
duces the lesser tax. It is with this 
second test that we are concerned. The 
statute further provides that the aver- 
age income of the taxpayer for 1936 
to 1939, inclusive, with numerous ad- 
justments and exceptions, shall be the 
basis for the exemption from excess 
profits tax. If those yardsticks do not 
produce an equitable basis for deter- 
mining excess profits, we then resort 
to Section 722, the application of gen- 


By Robert W. Jefferson 


eral relief and the interpretation of 
abnormality. 

Nearly 25 years ago we who were 
then engaged in tax practice faced a 
similar situation in attempting to in- 
terpret the so-called Special Assess- 
ment provision, Sections 210 and 211 
of the Revenue Act of 1917, and Sec- 
tions 327 and 328 of the Revenue Acts 
of 1918. I recall vividly how we all 
groped in the dark trying to determine 
what constituted abnormality under the 
statutes and how the relief should be 
applied in any given case; also how 
we contended with the Treasury over 
those questions. Twenty years ago we 
were beginning to bring some order 
out of the early chaos, and to find out 
what kind of a case qualified for relief 
and what type did not. Two or three 
years ago I settled the last of my 1917 
cases. 

The important thing about the relief 
provisions of those earlier acts is that 
almost every corporation paying ex- 
cess profits tax claimed relief, and a 
very large percentage received some 
benefit directly or indirectly from those 
claims. The practice of claiming spe- 
cial assessment of profits taxes was so 


prevalent that some of us were accused 
of filing claims for special assessment 
for companies which had losses and 
paid no tax of any kind. 


Must FILE CLAIM IN APRIL 


Now the first important point I 
wish to make and probably shall re- 
peat is this: The law now provides 
that a claim must be filed by April 21, 
1943, with respect to the calendar years 
1940 and 1941 or fiscal years com- 
mencing within those years. There is 
talk of a joint resolution of Congress 
to extend that date, but do not rely on 
it. I am informed that some of the 
leading tax attorneys in Washington 
are turning over all other tax business 
and devoting themselves exclusively to 
the preparation of claims under Section 
722. Treasury Department officials 
have stated freely that they expect 
evety corporation subject to excess 
profits tax to file claims, and some of 
the officials have indicated that they 
expect substantial percentages to be 
allowed—but obviously not for all that 
file claims, nor for as much as is 
claimed. But do not forget that claims 








SECTION 722 UNDER CLOSE STUDY 


Controllers are analyzing Section 722 of the 1942 Federal Rev- 
enue Act with a view to tempering the excess profits tax and 
making it fit the special circumstances of their companies, in 
line with the thought expressed in Congress when the relief pro- 
visions were written into the law. 

It is a large subject, and an important one, as it has a heavy 
bearing on the financial standing of business concerns through- 
out the country. Mr. Jefferson, manager of the tax department 
of the Chicago office of Price Waterhouse & Company, public ac- 
countants, throws much light on it in this paper, which is the 
substance of what he had to say before the Chicago Control of 
The Controllers Institute of America on February 23. 
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for prior years must be filed by April 
21, 1943, and for 1942 within six 
months after the return is due. 

Now what is this relief provision 
and how does it operate? Basically, it 
contemplates the adjustment of the so- 
called base period income to correct 
abnormalities, but it also deals with 
certain adjustments when invested cap- 
ital is involved, and provides for a con- 
structive normal income to determine 
the amount of income relieved from 
the burden of excess profits tax during 
any excess profits tax year. 

Because you probably have all read 
the statute or will in the near future, 
an outline of its scope may suffice for 
present purposes. 


WHAT SECTION 722 PROVIDES 


First, the taxpayer must establish: 
(a) that the excess profits tax other- 
wise computed would be excessive and 
discriminatory; and (b) that amount 
which would represent normal earn- 
ings. 

Second, in determining normal 
earnings, profits attributable to war 
conditions must be excluded. 

Having passed those hurdles, the 
statute then defines certain abnormal- 
ities which may be corrected. The re- 
quirements are described in the report 
of the Senate Finance Committee as 
follows: 


To come within the general relief pro- 
visions, the taxpayer, in existence during 
the base period, must show that the ex- 
cess profits tax (computed without the 
benefit of this section) was excessive and 
discriminatory and that the average base 
period net income was not a fair measure 
of normal earnings. To be entitled to the 
benefits of this provision, it must show 
the following: 


(1) Interruption or diminution of pro- 
duction in the base period; 

(2) Depression in the base period due 
to temporary economic circumstances; 

(3) Depression due to a profits cycle dif- 
fering from the general business 
cycle; 
Sporadic and intermittent periods of 
high production and profits; 
That the business was commenced or 
its character changed during the base 
period; or 
Other factors affecting the business 
of the taxpayer which may reason- 
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ably be considered as resulting in an 
inadequate standard of normal earn- 
ings during the base period if ap- 
plication of the provisions to the tax- 
payer would not be inconsistent with 
the principles, conditions, and limi- 
tations of this section. 

In the case of taxpayers’ coming into 
existence after the base period an aver- 
age constructive base period net income 
will be permitted where: 

(1) The business of the taxpayer is of a 
class in which intangible assets not 
includible in invested capital make 
important contributions to income; 
Where the business of the  tax- 
payer is of a class in which capital is 
not an important income-producing 
factor; 

(3) Where the invested capital is abnor- 
mally low. 


From the foregoing outline you will 
observe that the dominating note is the 
term “abnormal.” Before we finish with 
this job we are going to write books 
by the ton in an attempt to define nor- 
mal and its antithesis, abnormal. An 
abnormality is anything that is not 
normal—irregular, unusual, peculiar, 
queer. 


RELIEF SHOULD BE BROADLY 
APPLIED 


Members of the Senate Finance 
Committee and the Ways and Means 
Committee of the House have stated 
that when tax rates are as high as those 
now in force care should be used that 
the tax will be levied only on real 
profits, and that relief provisions, in- 
cluding the subject of abnormalities, 
should be broadly and liberally ap- 
plied. Representatives of the Treasury 
also have spoken to the same effect 
and have stated that administrative 
policy should be realistic. Thus far very 
few cases have been considered under 
ptior acts and probably none under 
the present broadened and liberalized 
basis of the revised statutes now ap- 
plicable to all excess profits tax years. 

Form 991 (Application for Relief 
under Sec. 722 of the Internal Revenue 
Code) has just been released, and lists 
the information requested in support 
of claims, but the Treasury Regula- 
tions are not yet available. In this con- 
nection Bureau spokesmen have stated 
the same rules will be invoked as those 


applicable to claims for refund of tax 
generally, namely, that the claim must 
state the basis upon which it rests and 
that allowances will not be made on 
grounds other than those stated in a 
timely claim. 

Thus, as applied to applications for 
relief, if the stated policy is adhered 
to rigidly, a claim for relief based upon 
interruption of production during the 
base period would not be allowed later 
on some other ground, such as a 
change in character of the business or 
a reconstruction base period income 
resulting from invested capital being 
abnormally low. Accordingly, it is 
very important to analyze fully the 
bases of application for relief and to 
cover them fully in the claim. How. 
ever, it does not appear necessary to 
include all facts and arguments in sup- 
port of an application. 


STUDIES WHICH SHOULD BE MADE 


In approaching the method of com- 
piling an application, we find that the 
controller usually will bear the brunt 
of the responsibility. As I have often 
pointed out to clients, the potential 
grounds for relief are so broad that the 
entire organization should be drafted 
for the job. For example, the sales de- 
partment should be consulted with te- 
spect to any price wars which might 
have occurred during the base period, 
or for data concerning products which 
were difficult to move and caused extra 
sales expense, and, per contra, con- 
cerning products demanded but for 
which the demand could not be met 
because of delays in the development 
of production. 

Thus, someone may have to make a 
unit analysis of ,-oducts or sales to 
reestablish the abnormalities that oc- 
curred during the base period, or prior 
thereto. What occurred in the shop? 
Were any new methods devised which 
expanded production, decreased costs 
or improved the product? If the fac- 
tory superintendent, planning depatt- 
ment or production engineers overlook 
something of importance, perhaps the 
cost accountant will pick it up. 

Do not overlook the purchasing de- 

(Please turn to page 116) 
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Preparation of Financial and 
Related Data for Renegotiation 


By H. T. McAnly, C.P.A. 


The War Profits Control Act, ap- 
proved April 28, 1942, and amended 
in the Revenue Act of 1942 approved 
October 21, 1942, provides in general 
that the profits on war contracts shall 
be considered collectively for a fiscal 
period. Each company will be assigned 
to the price adjustment section of the 
respective services of supply of the 
Army, the Materiel Command of the 
Air Corps, or the Price Adjustment 
Boards of the Navy or Maritime Com- 
mission for which the specific company 
produces the greatest volume. 

We must recognize that the individ- 
uals who make up these boards have a 
broad perspective of business problems 
in general and can be expected to ren- 
der unbiased decisions. But we must 
also recognize that they are confronted 
with an extremely difficult task—the 
determination of what constitutes ab- 
normal or excessive profits arising 
from the war effort. 


SHORT PERIOD INCREASES 
DIFFICULTIES 


The Revenue law recognizes the dif- 
ficulties to be encountered in determin- 
ing excessive profits by any specific 
formula for such a relatively short pe- 
riod as twelve months. 

The formulas for the determination 
of taxable excess profits are subject to 
modification through various relief 
pfovisions if a company is able to 
show that in its case the tax is exces- 
sive or discriminatory. Furthermore, 
the current Revenue law introduces a 
two year carryback as well as a two 
year carry-forward of unused excess 
profits credit and operating losses. 
These provisions recognize that income 
for such a short period as twelve 
months may never be actually realized 
when the overall picture for a longer 
accounting period is considered as a 
whole. Thus, the imposition of high 


tax rates on the income of a brief 
period without provision for subse- 
quent adjustment and tax recovery, 
would be wholly inequitable. 


No PROVISIONS FOR RETROACTIVE 
ADJUSTMENT 


In renegotiation we have a parallel 
situation, so far as the need for equi- 
table determination of what constitutes 
excessive profits is concerned, but more 
serious in final effect upon the financial 
structure of a company since the 
amount of profits determined to be ex- 
cessive is in reality subject to a tax of 
100 per cent. with no provisions for 
retroactive adjustment should the final 
income for a fiscal year eventually 
prove to have been overstated because 
of failure to give full consideration to 
existing and post-war contingencies 
which are incapable of actual measure- 
ment at the close of each annual ac- 
counting period. 

The determination of what is a rea- 
sonable profit for a particular com- 
pany is an individual problem, and it 


is extremely fortunate that the War 
Profits Control Act makes no attempt 
to lay down a specific formula or spe- 
cific profit margins as representing rea- 
sonable overall business averages, for 
it is generally recognized that the use 
of overall averages cannot be expected 
to provide an equitable measure for 
comparison with individual results 
from which the overall averages were 
developed. 

The trend as to the extension or 
modification of the War Profits Con- 
trol Act either through legislation or 
policies of administration is uncertain. 
Predictions vary from the opinion that 
the Act will be repealed entirely, mod- 
ified in its scope, retained as it now 
exists, or further broadened by policies 
which will be more far-reaching. 

I am inclined to believe that the 
objective of the Act, the elimination 
of excessive profits from the war ef- 
fort, apart from recovery through taxa- 
tion, will be retained, but feel that its 
scope may be modified, limiting its 
application so as to serve as an aid to 
procurement in connection with special 
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POSTWAR PROSPECTS ENTER INTO RENEGOTIATION 


There is more involved in reaching a determination as to 
whether a war contractor’s profits are excessive or not, than the 
figures for the immediate period under review can disclose, and 
it is incumbent on a controller, in preparing data for a renegotia- 
tion board, to analyze the effects on future operations of a com- 
pany, and on its future financial position, of emergency moves 
made ina crisis and of charges and costs which must be encoun- 


This picture was set forth in interesting and convincing fash- 
ion by Mr. H. T. McAnly, C.P.A., resident partner of Ernst & 
Ernst, Chicago, in a paper presented at a meeting of the Illinois 
Manufacturers’ Costs Association on February 8, 1943. 

The paper is reproduced here, by courtesy of the Association 
It contains much food for thought and 
many ideas which will be useful in preparing for and participat- 
ing in renegotiation proceedings. 


—THE EDITOR 
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wart production, thus excluding from 
renegotiation regular company prod- 
ucts sold at prices established in com- 
petitive markets under OPA price ceil- 
ings which find their way to eventual 
use in the war program. Such a modi- 
fication appears to have the support of 
the Under-Secretary of War and would 
retain the true objectives of the Act, 
that is, the recovery of excessive profits 
resulting from tentative selling prices 
established on specialized war produc- 
tion before adequate mass production 
experience and accurate basic cost data 
was available. 

What might appear to be excessive 
profits on normal commercial products 
sold under competitive price conditions 
and established price ceilings, result 
primarily from crowding abnormal 
volume into a short fractional period 
of the normal business cycle. Such prof- 
its are substantially recouped through 
excess profits and normal taxes paid 
thereon. Such income is, for tax pur- 
poses, subject to retroactive adjustment 
if subsequent developments in the post- 
war years prove that the future markets 
have been discounted. However, under 
the existing War Profits Control Act, 
all direct or indirect business, whether 
covering normal civilian products or 
specialized war production, is con- 
strued to be subject to renegotiation if 
the end use of the product is in the 
war effort. 


Must Fite FINANCIAL REPORTS 


As a preliminary step toward re- 
negotiation, each company is requested 
to submit financial and related data 
which, together with such other infor- 
mation as is available from published 
reports, data submitted to the various 
procurement offices in connection with 
individual contract negotiations, and 
the like, form the basic data for deter- 
mining whether or not excess profits 
have been obtained. 

The data requested is naturally 
rather general in character since it 
would be unreasonable to expect the 
personnel of the various statistical divi- 
sions of these price adjustment sections 
to be familiar enough with each in- 
dividual case to call for all of the 
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data which must properly be consid- 
ered in arriving at a reasonable profit 
on the government business of a par- 
ticular company. Thus, it is extremely 
important that, in addition to submit- 
ting the specific information requested, 
all other pertinent facts, together with 
an intelligent interpretation of all data 
submitted, be carefully prepared. 

You or the executives of your com- 
panies should imagine that you are 
serving as price adjustment or renego- 
tiation board members to review the 
results of your company’s activities and 
then prepare the data which you know 
is necessary to present a complete pic- 
ture for such a review. You must rec- 
ognize that generally the individuals 
who will arrive at what may be a uni- 
lateral conclusion in your particular 
case as to the amount of excessive prof- 
its, are not familiar with the intimate 
details of your business, the method of 
operations, risks involved, and the like, 
and will therefore be limited to con- 
sideration of the data submitted. You 
have an obligation to the members of 
these price adjustment sections to sub- 
mit and interpret the data in such man- 
ner that your operating picture is 
fairly and fully presented in order 
that conclusions can be reached which 
are at least based on all pertinent fac- 
tual data. 

You also have an obligation to the 
stockholders of your company to see 
that their equity is protected properly 
through: a full disclosure of all infor- 
mation. If a settlement is effected 
which later proves to have been in- 
equitable, let future investigation dis- 
close that all facts which should have 
been considered were properly pre- 
sented for consideration and that the 
adverse decision did not result from 
failure to acquaint the individuals who 
are entrusted with this difficult task 
with all pertinent information. 


OPERATING Costs SET FORTH 
SEPARATELY 


As many of you know, the informa- 
tion usually requested covers com- 
parative consolidated balance sheets at 
the close of the past several fiscal years 
and at the latest current date for which 


the books have been closed; compara- 
tive consolidated profit and loss state. 
ments and analysis of surplus for the 
same fiscal years and for the fiscal year 
under review. When the approach has 
been made prior to the close of the 
current fiscal year, request is made for 
a statement of the operating results for 
the year to date and an estimate for the 
balance of the current fiscal year. 

Certain items of operating cost are 
to be set forth separately for each of 
the fiscal years. These include depre- 
ciation, amortization, repairs and main- 
tenance, executives’ salaries including 
bonuses, bonuses other than to execu- 
tives, extraordinary reserves, patents, 
royalty expense, research and develop- 
ment expense, engineering expense, 
commissions paid, advertising, pro- 
vision for bad debts, depreciation and 
expense on idle facilities, and the like. 
Also, a division of sales and net oper- 
ating profit between government and 
commercial business for the fiscal pe- 
riod under review. In addition, the 
contractor is requested to submit any 
additional facts which he believes per- 
tinent. 

It is obvious that the information 
requested for several years prior to the 
current fiscal year becomes an impor- 
tant factor in attempting to determine 
the reasonable profit expectancy of 
your company. If the results of these 
years do not fairly represent your oper- 
ations for such a purpose, it is certainly 
in order to interpret the figures pre- 
sented, explaining abnormal conditions 
and, if necessary, widening the span 
of years in order that an intelligent 
comparison of your present results can 
be made, not necessarily with those of 
any individual year or average of 
years but with the results of those 
years in the same relative position in 
your preceding business cycle. 

The years immediately preceding the 
war, starting in about 1936, generally 
represent years in which most com- 
panies were experiencing an accelet- 
ated trend in activity. The top im 
crements of sales volume in a given 
year naturally contain a higher ratio of 
net profit, since the margin above 
variable operating cost is relatively 
fixed in percentage while fixed opet- 
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ating expenses remain constant in 
amount. To attempt to compare the 
operating results of a given year in the 
high volume phase of the business 
cycle with the average operating mar- 
gin of several years in which the vol- 
ume was experiencing an upward 
trend, is unreasonable unless the ef- 
fect of volume on profits is given due 
consideration. 

If the ratios of both sales price in- 
crease and cost price increase are ap- 
proximately the same, the percentage 
of margin above variable cost of pro- 
ducing and marketing remains rela- 
tively constant, and the increase in 
final net operating profit is attributable 
to the increase in volume. It is cer- 
tainly in order to point out through 
intelligent interpretation of any figures 
submitted as to earning expectancy, the 
extent to which your profits are af- 
fected by volume fluctuations. 


UNUSUAL OPERATING CONDITIONS 


Furthermore, it is important to pre- 
sent supplemental information setting 
forth the effect of unusual operating 
conditions during any of the years for 
which statements are submitted. Ex- 
amples of such events which would 
affect operations are fires, floods, 
storms, strikes, litigation, shut down 
for rebuilding or repairs, moving, re- 
modeling, experimental work, develop- 
ment periods, and the like, or changes 
in methods of operation such as physi- 
cal changes in processing, changes in 
policies, changes in management, un- 
usual losses due to price wars, curtail- 
ment of product or services furnished 
and cost of introducing alternate prod- 
ucts; changes in capacity for produc- 
ing, and any other unusual conditions 
occurring in the periods for which in- 
formation is requested. Failure to con- 
sider the effect of any such unusual 
conditions upon the results of any year 
used in determining your normal profit 
expectancy would not be equitable. 

The separation of operating profits 
as between government business sub- 
ject to renegotiation, and business not 
subject to renegotiation, presents many 
and varied problems, depending upon 
the circumstances in each individual 
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case. The separation of sales and costs 
should be accomplished as accurately 
as available information makes prac- 
ticable. 

Sales subject to renegotiation in- 
clude direct or indirect sales of prod- 
ucts which are eventually used by the 
various agencies of the Army, Navy, 
Maritime Commission and Treasury 
Department. There appears at the 
present time to be some controversy 
as to whether production furnished 
under Defense Plant Facility contracts 
is subject to renegotiation, since the 
defense plant corporation is not a divi- 
sion of the Treasury Department. 
Strict legal interpretation of the War 
Profits Control Act may exclude de- 
fense plant contracts. However, spe- 
cific provisions in many supply con- 
tracts of companies using defense plant 
facilities cover rental for the use of 
the equipment to be recovered as oper- 
ating costs, thus transferring ultimately 
a portion of the cost of those facilities 
into the cost of supply contracts which 
in turn are subject to renegotiation. 
Furthermore, the fact that there is an 
expressed or implied intention that the 
armament agencies will bail out de- 
fense plant corporations for unrecov- 
ered balances (not recovered through 
rental and not purchased by industry 
at the conclusion of the war effort) 
would seeem to support a broader in- 
terpretation to the effect that such fa- 
cilities represent cost of Army, Navy, 
Maritime Commission and ‘Treasury 
Department procurement. 


COMMERCIAL OR GOVERNMENT 
BUSINESS ? 


Unless the products of the company 
can be construed as representing 100 
per cent. government business subject 
to renegotiation, it is necessary to sepa- 
rate the operating results for the pe- 
riod under review into the two general 
classifications—commercial business not 
subject to renegotiation, and govern- 
ment business coming under the pro- 
visions of the War Control Act and, 
therefore, renegotiable. 

Government business subject to re- 
negotiation as interpreted under the 
Act as amended ,in October, includes 
all prime contracts and all subcon- 
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tracts regardless of how far they are 
removed from the prime contract, and 
covers all types of products whether 
they are of a special character or 
whether they represent the company’s 
normal products which are ultimately 
used in the war effort, subject to the 
following exceptions: 


(1) Contracts or subcontracts completed 
and finally paid for prior to April 
28, 1942. Legally, if any portion of 
the contract has not been completely 
paid for by this date the entire con- 
tract is considered open and not ex- 
cluded from renegotiation. Where 
government business is made up of 
numerous small purchase orders or 
contracts, each in substance repre- 
senting a specific contract, to be prac- 
tical it would not be unreasonable to 
eliminate the government sales of 
the first four months of 1942 re- 
duced by the amount of receivables 
applicable thereto and outstanding as 
of April 30. 

(2) Aggregate sales under war contracts 
by the contractor or subcontractor 
which do not exceed $100,000 for 
the fiscal year under review. Thus, if 
your aggregate sales of government 
business are less than $100,000 for 
the fiscal year, they are not subject 
to renegotiation on an overall basis, 
but this does not prevent price ad- 
justments of certain contracts which 
may contain specific provisions for 
price redetermination or renegotia- 
tion. 

(3) Products of mines, oil or gas wells, 
mineral deposits or timber not proc- 
essed beyond the first form suitable 
for industrial use. 

(4) Contracts which may be specifically 
exempted by the Army, Navy, or 
Maritime Commission which may in- 
clude contracts outside continental 
United States or contracts where 
profits can be determined at the time 
prices are set with adequate pro- 
visions to prevent excessive profits. 
Thus, it seems that under this pro- 
vision a contract may contain an 
exemption from the renegotiation 
clause where the original negotia- 
tions are based upon sufficient in- 
formation relative to cost, to pro- 
vide a safeguard against excessive 
profits. 


DIFFICULT To ALLOCATE EACH 
ORDER 


Thus, in the separation of the oper- 
ating results for the period under re- 
view, the sales of both your own and 
special products as well as the cost to 
produce and market them, must be 








100 


separated into these two main classifi- 
cations—commercial business, and gov- 
ernment business subject to renegotia- 
tion. Where a large part of the volume 
is made up of small orders of indirect 
business, it is difficult to get a clear- 
cut allocation of each individual order 
according to its final use. 

To be practical in this separation, 
you can only make full use of the 
best information available. Reference 
to prime contracts, subcontracts, cus- 
tomers’ purchase orders, and sales in- 
voices which for a portion of the year 
(July to November) contain informa- 
tion as to end use, and which contain 
for the full year required information 
as to preference ratings issued by 
WPB, coupled with actual knowledge 
of end use based upon the nature of 
the product or your familiarity with 
the ultimate use of your customers’ 
purchases, should provide sufficient 
basis for a reasonably accurate classi- 
fication. 

As long as full use is made of all 
information available, so that an in- 
vestigation would not disclose other- 
wise, the reasonableness of the separa- 
tion cannot be challenged. Where 
thousands of invoices are involved the 
trend may be ascertained by test-check, 
but the scope and reliability of the 
test-check are, of course, subject to 
challenge. 

Within the classification of govern- 
ment business, it is extremely im- 
portant that the operating results be 
segregated as between your own com- 
mercial products which have govern- 
ment end use and are subject to rene- 
gotiation, and special products not 
heretofore handled by your company 
in the competitive market of your in- 
dustry. We must keep in mind that 
the real objective of the War Profits 
Control Act is to prevent excessive 
profits from the war effort, primarily 
on those products which are special in 
character for the particular companies 
producing them and which are covered 
by contracts setting up prices which 
were not established by competition 
nor based upon production and cost 
experience. Thus, the picture you pre- 
sent should reflect your operating re- 
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sults from dealing with the govern- 
ment on your own products to be com- 
pared with the operating results of 
your commercial business covering the 
same general classification of products, 
and your operating results from your 
contribution to the war effort on spe- 
cial products not heretofore manufac- 
tured by your company. 


MARGIN SUBJECT TO VARIATION 


Generally, under the existing price 
ceilings, increased net profit margins 
(before taxes) on regular company 
products, whether sold to the commer- 
cial trade or to the government, result 
from increased volume through the pil- 
ing up of margin above variable oper- 
ating cost during a short period with 
no increase in fixed annual expenses. 
The margin percentage above variable 
operating cost (materials, labor and 
variable manufacturing and commer- 
cial expenses) is relatively constant 
but, of course, subject to some tem- 
porary variation if there is a lag in 
the trend of selling price levels as 
compared with the trend in cost price 
levels—or vice versa. It would seem 
only reasonable for those entrusted 
with the determination of equitable 
ptice adjustments through renegotia- 
tion to give full consideration to the 
rebate to the government in the form 
of excess profits taxation—on normal 
products of a company regardless of 
whether or not the customer is a gov- 
ernment procurement agency. 

Thus, if the resultant margin on 
your own products sold to the govern- 
ment does not exceed the margins se- 
cured from the commercial trade on 
the same general classes of products, 
there should be no reason for a price 
adjustment since high tax rates ade- 
quately provide for the return of most 
of such excess profits which eventually 
prove to have been realized after giv- 
ing full consideration to the possible 
effect thereon of the operating results 
of the two subsequent years. 

Generally speaking, in determining 
the net margins from the commercial 
product sales and from government 
sales (segregated as to regular and spe- 





cial products) all classifications of 
cost of producing and marketing 
which are applicable to your regular 
products, regardless of their final use, 
should be absorbed thereby, vhile - 
tain classifications of marketing expense 
which are not pertinent to the han- 
dling of the special products should 
not be allocated thereto nor recovered 
in the margin on these special prod- 
ucts. 


ALLOWING LEss THAN NORMAL 
MARGINS 


In segregating operating profits as 
between government and commercial 
business, a ratable proration of all gen- 
eral items of operating expense may 
not be equitable. If sales volume has 
been increased above normal and this 
additional volume represents regular 
company product of a nature which 
will not deplete future markets of such 
products or which covers products of a 
special character, only the additional 
operating cost may be applicable there- 
to in determining the resulting margin. 
Furthermore, it may be expected that 
the allowable margins on such addi- 
tional volume, after provision for all 
contingencies, will be less than normal 
margins. 

In the determination of. reasonable 
margins more emphasis is being placed 
on percentage of margin to net sales 
than to net worth. This is proper 
since renegotiation deals primarily with 
selling price adjustments with a view 
to arriving at reasonable margins above 
cost and is merely a substitute for con- 
trol of prices normally resulting from 
competition, which has been largely 
eliminated to facilitate procurement. 
To attempt to fix profit in relation to 
net worth would eliminate the profit 
incentive and could result in the rebate 
of all profit on increased volume. This 
would be true where turn-over is in- 
creased with little or no increase in net 
worth. 

In effecting the separation of opet- 
ating results, it is sometimes extremely 
difficult through the instrument of ac: 
counting alone, to arrive at an equi- 
table result. 
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Must REFLECT UNAVOIDABLE LossEs 
TRACEABLE TO CONVERSION 


A certain company may have been 
required to suspend practically all com- 
i ‘cial ¢ ‘duction and convert wholly 
to specialized products in the war ef- 
fort. In the wind up of the commercial 
sales during the year, losses due to de- 
crease in efficiency during the period 
of shop expansion, write-off of unbal- 
anced commercial product inventories, 
tool losses, and the like may result. 
From a strict accounting standpoint, 
these costs can hardly be construed to 
be direct costs of the new government 
business. Yet it seems unreasonable to 
show a portion of the company’s busi- 
ness, during the wind up of commer- 
cial production, as resulting in an oper- 
ating loss or a greatly reduced net 
margin over that normally obtained, and 
to reflect profits on special government 
products without giving consideration 
to these unavoidable losses in the con- 
version to the war effort. 

Where a greatly curtailed commer- 
cial product volume has been required, 
the additional costs resulting therefrom 
should be set forth separately so that 
these amounts, while not strictly ad- 
missible as actual cost of producing 
government products, can be given full 
consideration in arriving at an adequate 
net operating margin from the special- 
ized government volume. Under these 
conditions a more equitable basis for 
review would be afforded if no separa- 
tion of profits as between government 
and commercial business was _at- 
tempted, but the results were consid- 
ered as a whole, allocating profits 
ratably on a volume basis. This seems 
justified by the fact that the margins 
resulting from the war effort and the 
loss or reduced margins caused by the 
curtailment of commercial volume, 
both result from carrying out instruc- 
tions of governmental agencies. 

We must also keep in mind that the 
separation of profits for the purpose 
of renegotiation is for a fiscal period 
only, but that generally the items con- 
sidered as income and expense for tax 
Purposes are construed as properly en- 
tering into the calculation of profits 
and the separation of profits as be- 
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tween renegotiable and commercial 
business. The true taxable income for 
a period of one year is recognized as 
being difficult to determine accurately 
and, therefore, is subject to subsequent 
adjustment and recovery of taxes paid 
thereon by carrying back subsequent 
losses. This makes it imperative that 
the profits being reviewed for a final 
100 per cent. rebate of whatever 
amount is considered to be excessive, 
be revised to provide for these contin- 
gencies which produce these subsequent 
losses recognized by the tax laws. 


CONTINGENCIES WHICH May 
EVENTUALLY AFFECT PROFITS 


Thus, it is extremely important in 
submitting data as to final profits, that 
attention be called to the many con- 
tingencies which may eventually affect 
the profits for the relatively short 
period under review, even though the 
extent to which they may become actu- 
alities cannot be measured accurately at 
the end of the fiscal period under te- 
view. We may summarize briefly ex- 
amples of some of these contingencies. 

If your company has purchased 
emergency facilities which have been 
covered by Necessity Certificates and, 
therefore, are charged to operating cost 
through amortization at the tentative 
minimum 20 per cent. rate allowed for 
current tax deduction, the unamortized 
balance at the end of the fiscal year 
is a contingent deferred operating cost. 
A portion of this balance may prove 
to be chargeable against the profits for 
that period already elapsed if the 
emergency ceases prior to the five-year 
period upon which the tentative amor- 
tization rate has been based. 

The mere fact that an unamortized 
balance exists and therefore is, from a 
tax standpoint, subject to retroactive 
adjustment expressly provided by the 
tax law covering amortization, may not 
be sufficient to establish the fact that 
this must be given full consideration, 
but the contingency does exist to the 
extent that these facilities are truly 
emergency facilities and of no value 
to the company in post-war operations 
because of their character or because 
of the excess capacity they represent. 
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Of course some consideration must 
be given to their realizable value to the 
company if they are of the character 
that can be marketed in the post-war 
period. Many companies could not 
have afforded expenditures for facili- 
ties for expansion except for the ex- 
press provision for retroactive adjust- 
ment of the write-off and cannot face 
with equanimity a renegotiation proce- 
dure which would prevent the reten- 
tion of income to cover the possibility 
of a curtailed useful life of such facil- 
ities. 


POSTPONED MAINTENANCE 


The amount of postponed mainte- 
nance which may have accrued during 
a fiscal year is also difficult to deter- 
mine accurately, but it is generally ac- 
cepted that such postponement will 
occur during periods of high activity 
in which the accelerated operation per- 
mits only minimum maintenance neces- 
sary to keep machine tools in opera- 
tion. A measure of the approximate 
amount of accrued maintenance which 
has resulted may be obtained by sub- 
mitting information as to the actual 
maintenance ratio to productivity dur- 
ing the period, as compared with sim- 
ilar ratios in prior periods for the com- 
pany or for the industry, if such sta- 
tistics are in existence. 

Where a company has been fur- 
nished with equipment by the govern- 
ment for the production of special 
products, deferred maintenance may 
also be accruing thereon which must 
be met in subsequent years in order to 
put it in condition acceptable to the 
government at the end of the emer- 
gency period. 

The cost of plant rearrangement in 
converting to the war effort is accepted 
as an admissible cost in determining 
profits on government products. How- 
ever, no direct provision exists for the 
cost of reconversion to normal produc- 
tion. Where extensive rearrangement 
costs are known to be in the offing it 
certainly is in order to call attention 
to the approximate amount involved. 
Such costs as well as the actual ex- 
penditures for the maintenance which 
is accruing during the periods of high 
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productivity, can be carried back for 
tax purposes through the carryback 
provisions of the Revenue law to cor- 
rect the overstatement of income in 
ptior periods. The same factors must 
be considered in determining true con- 
tract profits. Accelerated depreciation 
should be given full consideration in 
the determination of profits, subject to 
final adjustment through renegotiation, 
for an individual year—which repre- 
sents only a short portion of the busi- 
ness cycle. 


RESERVES FOR POSTWAR 
CONTINGENCIES 


Statements have been made to the 
effect that post-war contingencies are 
not considered. In other words, de- 
layed operating costs or contingencies 
which actually materialize in subse- 
quent periods are not to be provided 
for in the determination of the reason- 
able margin. The adoption of such an 
arbitrary policy would seem to be in 
direct conflict with the War Profits 
Control Act itself, which gives the sec- 
retaries of the various services the 
power only to challenge the reason- 
ableness of reserve provisions and of 
questioning excessive reserve provi- 
sions, but no power to adopt a policy 
which excludes accrued or delayed costs 
and adjustments merely because they 
are difficult to detetmine. 

The amendments to the Act provide 
that items of the same general charac- 
ter as are allowable for income tax pur- 
poses will be considered in arriving at 
margins under renegotiation. 

Reserves are not generally permitted 
as allowable deductions for tax pur- 
poses, but when the contingencies ma- 
terialize they become a deduction at 
that time, and if sufficient income does 
not exist to absorb these expenses when 
actually incurred, they are carried back 
as deductions to the two previous years 
through the carryback provisions in the 
current tax law. It would seem only 
equitable in setting forth profits for 
renegotiation purposes that the same 
consideration should also be given to 
all expenses which may have to be cov- 
ered eventually by the margin. Thus, 
post-war adjustments resulting from 
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facilities to be written off, plant re- 
conversion, loss due to subsequent vol- 
ume decline, accrued maintenance, and 
the like, must be considered at the time 
of renegotiation since no provision ex- 
ists for retroactive adjustments of 
amounts rebated when these contin- 
gencies materialize at a subsequent 
date. 


SEVERAL YEARS’ VOLUME IN ONE 


If the government use of your own 
products has resulted in abnormal sales 
volume, which has been merely bor- 
rowed from future potential volume of 
these products, it is certainly in order 
to reflect as accurately as possible, the 
extent to which the added profit merely 
represents the crowding of several 
years’ volume into a short period 
against which only one year company’s 
fixed expenses are deducted. If you 
have taken away from your future mar- 
ket a potential volume which has been 
crammed into one year, some consid- 
eration must be given to the continuing 
fixed expenses of your company which 
normally would have been covered by 
margins on sales which would have 
normally fallen in subsequent periods 
but now, because of the emergency, 
have been concentrated into a short 
accounting period. The machine tool 
industry is an outstanding example of 
this situation, and it seems obvious that 
special consideration must be given to 
a long period of lean years for that 
industry after the war. 

For example, if in the year 1939 a 
particular company showed a $5,000,- 
000 volume with a $500,000 profit 
(before taxes), and in the year 1940 
had a volume of $6,000,000 with a 
$700,000 resultant margin, it is appar- 
ent that the added volume increase of 
$1,000,000 resulted in a 20 per cent. 
margin. If in the year 1942 the vol- 
ume doubled over 1939 to $10,000,- 
000, the expected profits should be 
$1,500,000. If the margin on the in- 
crease remained constant, the $5,000,- 
000 increase would produce $1,000,000 
additional profit, which would repre- 
sent the difference between the selling 
price and the variable operating costs 
of producing and marketing, if selling 





prices and variable operating cost con- 
tinued in the same ratio. 


BORROWING FROM FUTURE MARKeETs 


Thus, the increase in net profit per- 
centage from 10 per cent. on a $5, 
000,000 basis to 15 per cent. ona 
$10,000,000 basis is due merely to the 
greatly increased volume. To the ex- 
tent that this volume has been bor. 
rowed from future markets of your 
company, at which time the fixed ex. 
penses of your company will continue, 
it seems wholly inequitable to suggest 
that the resultant increase in the profits 
for one year out of the cycle are exces- 
sive. 

In this hypothetical example, the 
profits for 1939 on $5,000,000 repre- 
sent $1,000,000 or 20 per cent. of con- 
stant margin above variable operating 
cost from which has been deducted 
$500,000 of fixed expense. In 1940, 
the application of 20 per cent. con- 
stant margin to the $6,000,000 pro- 
duces $1,200,000 from which the 
$500,000 fixed expense is deductible, 
leaving a margin of $700,000. In 
1942, the application of the constant 
percentage of 20 per cent. to the $10, 
000,000 produces $2,000,000 margin, 
from which is deductible the $500,000 
fixed expense, leaving the resultant 
profit of $1,500,000. 

Thus, in this example, a true com- 
parison of profits of 1942 which shows 
a net of 15 per cent., as compared with 
1939 which shows a net of 10 pet 
cent., can be had only if full consid- 
eration is given to the fact that the 
resultant profits generally represent 4 
combination of a constant percentage 
of margin above variable cost, from 
which must be deducted a constant 
amount of fixed operating cost. There: 
fore, the effect of increased regular 
product volume on your net margin 
must be emphasized in order that 
proper comparisons can be made to 
show that the increased net margin 
may well be due to increased volume 
rather than to unjustified increases in 
selling prices. 

Furthermore, if the margin above 
variable operating cost has widened be- 


(Please turn to page 116) 
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In January I spoke before the Bal- 
timore Control on Labor Disputes and 
the War Labor Board. You may have 
read in the January issue of THE CoN- 
TROLLER what I said then, and I will 
limit myself, therefore, to the subject 
of the Board’s wage policy, as that is 
of particular interest to controllers. 

Early in January there was only one 
War Labor Board, but since then there 
have been set up twelve Regional War 
Labor Boards in different parts of the 
country. These regional boards are 
now functioning along much the same 
lines as the National War Labor Board, 
which now occupies more of an appel- 
late jurisdiction, as each one is made 
up of members representing the pub- 
lic, the employers and labor. 

The War Labor Board's jurisdiction 
involves primarily disputes between 
labor and management during the war 
emergency. Since October 3, 1942, 
however, that jurisdiction has been 
enlarged to cover voluntary increases 
sought to be paid by corporations and 
other employers to their employees. 

When you have a wage dispute 
which goes before the War Labor 
Board, it will now be handled by a re- 
gional board and the Board in this, 
the First Region, is located in Boston. 
Presumably, the wage policies which 
can be derived from the decisions of 
the National War Labor Board will 
guide the Board in this region in pass- 
ing upon wage disputes arising in New 


England. 
THE WAGE STABILIZATION ORDER 


On October 3, 1942, the President 
issued Executive Order 9,250, having 
for its purpose the stabilization of 
wages and prices. In Title II of that 
order it is stated that “the National 
War Labor Board shall not approve 
any increase in the wage rates prevail- 


War Labor Board’s Wage Policy 
To Be Found in Its Decisions 


By G. Kibby Munson 


ing on September 15, 1942, unless 
such increase is necessary to correct 
maladjustments or inequalities, to elim- 
inate substandards of living, to correct 
gross inequities, or to aid in the effec- 
tive prosecution of the war.” 

That mandate, if you may call it 
that, contains certain phrases which are 
not self-explanatory and need defini- 
tion. 


WaGE MALADJUSTMENTS 


First, it speaks of maladjustments. 
What is a maladjustment when applied 
to wages? The Board has said that 
maladjustments relate to increases in 
the cost of living since January 1, 
1941. It has been stated that wages 
and prices began a race beginning 
about January 1, 1941, and that by 
May 1942, the cost of living index of 
the Bureau of Labor Statistics showed 
a 15 per cent. increase since the first 
of 1941. 

To meet that increased cost of liv- 
ing, the Board arrived at what is pop- 





ularly known as the “Little Steel For- 
mula.’ That formula is a rough rule- 
of-thumb starting point from which to 
determine whether or not the wage 
demands of labor should be granted. 
As the Board expresses it, the irregu- 
larity of wage increases during the pe- 
riod of the rising cost of living caused 
many maladjustments in the wage re- 
lationships between different plants 
and industries. A substantial majority 
of industrial workers had received 
more than 15 per cent. increase, and 
some had received less. To correct 
these maladjustments, the Board has 
said that it will consider requests for 
general increases in straight-time rates 
up to 15 per cent. above the level pre- 
vailing on January 1, 1941. This pol- 
icy, says the Board, sets a terminal 
point for general wage increases. It 
is not applicable to individual workers 
or to employees in particular job clas- 
sifications. It is to be applied only to 
groups comprised of workers of a bar- 
gaining unit, in a plant, a company, or 








REAL MEANING OF WAGE MANDATE 


Trying to discover just what the policies of the War Labor 
Board are, with respect to wage increases or refusals to grant 
increases, is a real undertaking. About the only light that can 
be obtained is derived from decisions made by the Board thus 
far, under the President’s Executive Order 9,250, issued on Octo- 
ber 3, 1942. 

Mr. G. Kibby Munson, attorney, partner of Roberts & McInnis 
of Washington, D. C., has analyzed the decisions to date. He 
described what he has found from this study, at a meeting of the 
Bridgeport Control of The Controllers Institute of America on 
March 3. This paper presents the substance of what he had to 
say on that occasion. 

Cases were cited, and their implications surveyed. It was a 
constructive presentation which should be most helpful to con- 
trollers at this time. 

Mr. Saul Wallen, chairman of the Regional War Labor Board 
of Boston, was present and addressed the Control. Unfortu- 
nately, it is not possible to report the substance of his remarks. 


—THE EDITOR 








104 


an industry, depending upon the cir- 
cumstances of each case. 


WAGE STABILIZATION POLICY 


Perhaps the best statement of the 
Board’s wage stabilization program is 
to be found in the majority opinion 
of the Board in the case of Four Meat 
Packing Companies, which is reported 
at 6 War Lab. Rep. 395. That case 
was decided on February 8 last, and 
in that decision the Board rejected a 
majority panel recommendation that a 
general wage increase of 514 cents an 
hour be granted to approximately 
150,000 employees of the four com- 
panies involved. The Board stated that 
it is primarily its duty to stabilize the 
general wage levels that existed on 
September 15, 1942, and it refused to 
go beyond the 15 per cent. increase of 
the Little Steel Formula. 

While the cost-of-living index of 
the Bureau of Labor Statistics was 15 
per cent. above that of January, 1941, 
by May of 1942, the cost of living con- 
tinued to increase after May, 1942, 
until by November of last year it was 
18.8 per cent above January, 1941, 
according to the Bureau of Labor Sta- 
tistics. Still, the National War Labor 
Board continued to apply the 15 per 
cent. formula and in the Four Meat 
Packing Company decision it is ex- 
plained that: 


“From early in 1941 to the present wage 
earners by and large have secured added 
incomes by increases in hourly wage rates 
and by increases in hours worked and by 
Overtime premium payments. According 
to Bureau of Labor Statistics data, by No- 
vember 1942 average weekly earnings 
(take-home) of all factory workers had 
increased more than 50 per cent. over 
January 1941. Average hourly earnings 
including overtime payments for all fac- 
tory workers were approximately 30 per 
cent. greater in November 1942 than in 
January 1941 (for durable goods 32.8 per 
cent. and for non-durable goods 23.1 per 
cent.). It is estimated that average straight 
time hourly earnings, excluding overtime 
payments, of all factory workers in- 
creased by 25.3 per cent. (for durable 
goods 26.6 per cent. and 20.5 per cent. 
for non-durable goods).” 


* * % 
“The Little Steel formula was not de- 


signed to equalize in cents per hour or in 
percentages the general wage increases in 
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all industries that have been made avail- 
able to some industries. General wage in- 
creases have not been uniform in times of 
peace and could not be made so in time 
of war, particularly at a time when the na- 
tional policy is to stabilize wages at Sept. 
15, 1942, levels. The Board has felt, how- 
ever, that certain industries or groups of 
employees, where general wage increases 
of less than 15 per cent had been pro- 
vided, could not equitably be stabilized 
without correcting this maladjustment. 
The Little Steel formula was devised, 
therefore, to provide sufficient flexibility, 
as contrasted to wage freezing, to permit 
the elimination of situations in which gen- 
eral wage increases had been relatively 
too low. 

“The Board concluded that the Little 
Steel formula should still be used under Ex- 
ecutive Order No. 9250 as a guide to de- 
termining those cases where general wage 
increases should be given despite the na- 
tional policy of stabilizing wages at Sep- 
tember levels. Actually, most of the cases 
coming to the Board since Oct. 3, 1942, 
have not involved maladjustments as de- 
fined by the Board. To be sure, many 
more general wage increases would be 
granted if a relaxed interpretation were 
to be given to “maladjustments.” It is 
the judgment of the Board, however, that 
any relaxation of its present maladjust- 
ment formula would tend to negate the 
objective of the Economic Stabilization 
Act which is to stabilize wages, as far as 
practicable, at Sept. 15 levels.” (Pages 
401-2.) 

The Board then stated that it could 
not approve a general wage increase 
in these cases. The employees had 
already received general increases in 
straight-time hourly rates totalling be- 
tween 17 per cent. and 18 per cent. 
and to have granted ‘‘a further gen- 
eral wage increase under such circum- 
stances would result, of course, in the 
establishment of a general wage level 
significantly in excess of the Septem- 
ber, 1942, level,” according to that de- 
cision. 

An argument that there had been in 
the past a definite relationship between 
rates for common labor in meat pack- 
ing and in steel, which was disturbed 
by recent wage adjustments in steel, 
was rejected on the theory that the two 
industries are subject to fundamentally 
different economic forces and that the 
Board could not recognize an absolute 
interdependence of general wage rate 
movements between the two industries, 
which are subject to fundamentally dif- 
ferent economic forces. 


INEQUALITIES AND GROSS INEQUITIES 


As I have said, this Little Steeel for- 
mula is not an absolute rule, and there 
are other tests used to determine whether 
or not a change in wages is justified, 
tests which may bring about a different 
result than would be the case under a 
strict application of the Little Steel 
formula. Executive Order 9,250 also 
used the terms “inequalities” and 
“gross inequities.” Those terms are 
difficult to define exactly, but the 
Board has said that the wage rate in- 
equalities and the gross inequities 
which may require adjustment under 
the stabilization program are those 
which represent manifest injustices that 
arise from unusual differences in wage 
rates. By that statement wage differ. 
entials which are established and sta- 
bilized as normal to American indus- 
tries are not considered inequalities 
or gross inequities and ordinarily will 
not be disturbed by the Board. On the 
other hand, if the Board determines 
that there is a normal differential be- 
tween wages in two localities and that 
wages in the higher wage area have 
gotten out of line, thereby increasing 
the differential, wages in the lower 
wage area may be brought up so as to 
reestablish what is looked upon as a 
normal relationship. 

In the case of Burlington Dyeing 
and Finishing Co., Inc., 5 Wat Lab. 
Rep. 512, the wages paid by the com- 
pany in North Carolina were ordered 
increased, although minimum rates had 
increased approximately 40 per cent. 
over January 1, 1941. However, the 
difference between its wage rates and 
those paid in the North had increased 
during the same period. Furthermore, 
the mill was signing its first union 
contract and so the Board compared 
wages, not with non-union mills in 
the area whose rates were similar, but 
with a union plant at Richmond, Vit 
ginia. So for those reasons, namely, 
to restore what was considered to be 
a normal North-South differential and 
to equalize wages with a unionized 
plant, the increase was granted. In 
reaching its conclusion, the Board said: 

“It is not contended that a differential 


wage should or should not be maintained. 
But it seems necessary, to protect the sti 














> —_ ol a ee 


Ste 
33. 
sor 
sid 
the 
cha 
sid 
der 


was 
Stee 
in 4 
Boa 
ence 





ITIES 


for- 
here 
other 
ified, 
erent 
ler a 
Steel 
also 
and 
; are 

the 
e in- 
ities 
nder 
those 
; that 
wage 
iffer- 
| sta- 
idus- 
lities 
will 
n the 
nines 
1 be- 
- that 
have 
asing 
ower 
as to 
as a 


yeing 
Lab. 
com- 
dered 
s had 
cent. 
the 
; and 
eased 
more, 
inion 
pared 
Is in 
r, but 
Vir- 
mely, 
to be 
| and 
nized 
|. In 
said: 


-ential 
ained. 


re sta 








bility of the industry, that the relative 
positions of the two regions should be 
maintained. This has been recognized by 
the Board in the New England Dyeing 
and Finishing case, and, by the same argu- 
ment, wages at the Burlington Dyeing 
and Finishing Company plants should be 
raised somewhat.” (Page 523.) 


WAGE PATTERNS 


The preservation of the existing 
North-South differential can be seen 
in other decisions involving the textile 
industry. You might call this and 
other wage interrelationships a wage 
pattern, and this wage pattern appears 
to be a rather important point to 
watch. 

For example, the Board granted in- 
creases in wages to employees of the 
Big Steel companies and then directed 
other companies felt to be in the basic 
steel industry to show cause why wages 
paid their employees should not be 
similarly increased retroactively to 
February 15, 1942, the same date in 
each instance. Where those companies 
were held to be a part of the basic 
steel industry and they had customarily 
followed the industry wage rates as 
ordered by the Board involving com- 
parable steel companies were awarded. 
The reason given was that to do other- 
wise would create new inequities in 
industry and cause disharmony among 
workers. Examples of this are the 
Jones & Laughlin Steel Corp. case, 5 
War Lab. Rep. 1, and Wheeling Steel 
Corp. case, 5 War Lab. Rep. 63. 

In the more recent case of General 
Steel Castings Corp., 6 War Lab. Rep. 
33, the Board found that although for 
some purposes steel castings were con- 
sidered within the basic steel industry, 
the company had not followed wage 
changes in that industry artd so con- 
sidered the case on a more or less in- 
dependent basis. 


AREA VS. INDUSTRY-WIDE WAGE 
PATTERNS 


These wage patterns may consist of 
Wages in an entire industry, as in the 
steel and textile industries, or of wages 
in an area. Two cases decided by the 
Board last Fall illustrate the differ- 
ence. 


The Board in its decision in the 
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American Can Company case, 5 War 
Lab. Rep. 563, considered the wage 
scale in the area and refused to grant 
an increase although the company had, 
during negotiations, offered a general 
increase of 214 cents an hour, which 
offer had been rejected. The com- 
pany introduced exhibits showing the 
wages paid by other plants in the same 
area for similar work, without dis- 
closure of the specific plants, and it 
appeared that the average wages paid 
by five plants in that area for similar 
jobs were higher than that paid by 
the company involved. The rates of 
two of the five companies which were 
included in the average were lower 
than those of American Can Company, 
however. Inasmuch as the company 
had already paid increases sufficient to 
meet the Little Steel formula require- 
ments, that was out of the picture, and 
because of the lower wages paid by 
two of the five companies entering 
into the average, the referee in the case 
found that there was no grossly in- 
equitable situation. 

The referee recognized that any 
average figure is necessarily made up 
of a variety of figures, some higher 
and some lower than the average, and 
so long as the difference between the 
highest and the lowest was not exces- 
sive, he felt that wages that fell within 
that range were in line with area rates 
and that no increase was required to 
eliminate inequities or inequalities. 

In another decision involving Wind- 
sor Manufacturing Company, 5 Wat 
Lab. Rep. 388, a comparison of aver- 
age wages with those paid in the local 
area was given little or no weight. The 
Windsor Manufacturing Company was 
a worsted manufacturer that had been 
accustomed to paying the highest wages 
in the Philadelphia market and wages 
well up at the top of the industry. The 
company had increased all rates of pay 
approximately 20 per cent. since Janu- 
ary 1, 1941 and, during the same pe- 
riod, actual average straight-time earn- 
ings had increased 41 per cent. Under 
the Little Steel formula the employees 
were entitled to no increase. A sur- 
vey of wages in six other Philadel- 
phia worsted plants indicated that the 
company’s average rates of pay were 
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higher than in the six mills surveyed 
and probably slightly higher than any 
worsted mill in that market. How- 
ever, the wages were compared with 
three other mills, one in Trenton, New 
Jersey; one in Woonsocket, Rhode Is- 
land, and one in Lawrence, Massachu- 
setts, which paid from one to six 
cents an hour more than the company 
involved. 

It was admitted that the company 
had in the past “followed the leader” 
in wage adjustments and it was or- 
dered to increase wages to a rate which 
would bring them to approximate 
equality with the weighted rates of pay 
prevailing in the three areas cited by 
the union, namely, in Trenton, New 
Jersey; Woonsocket, Rhode Island and 
Lawrence, Massachusetts. 

The result was a compromise be- 
tween the claims of the company and 
of the union, and the arbitrator, whose 
award was unanimously adopted by 
the Board, explained his action thus: 


“There are cogent reasons in this case 
which would support an ‘all or nothing’ 
wage award. The union claims, as pre- 
sented and analyzed above, are well taken 
and precedent can be found in National 
War Labor Board decisions to support 
them. Conversely the company claims are 
meritorious, particularly its argument that 
price ceilings and conversion to standard- 
ized Government cloth are two new ele- 
ments which change the economic con- 
siderations which determine wage policy. 
Ample precedent could be found in Na- 
tional War Labor Board decisions for a 
complete denial of the union’s wage de- 
mand, notably the Board’s Lever Brothers 
case. 

“The arbitrator does not, in principle, 
subscribe to compromise decisions on 
wage issues. However, in this case, he is 
convinced that any impartial and factual 
appraisal of the evidence compels recog- 
nition of the strong claims of both parties. 
Accordingly, the arbitrator has determined 
that a wage increase must be granted, the 
basis of which shall be that average rates 
in the Windsor plant shall be raised to a 
point which will bring wages at Windsor 
to approximate equality with the weighted 
average of the rates of pay prevailing in 
the three areas cited by the union, namely 
Trenton, N. J.; Woonsocket, R. I.; and 
Lawrence, Mass. The companies in these 
areas are now producing cloth on Govern- 
ment contract and are in competition with 
the Windsor company for this business. 
The arbitrator can find no compelling rea- 
sons why this company cannot afford to 
pay such rate but he also cannot find cause 
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under existing circumstances for raising 
the rates to a point which will be equal 
to Lawrence, the highest wage area cited 
and substantially above Trenton and 
Woonsocket. He rejects the company 
claim that the comparison should be re- 
stricted to Philadelphia because the com- 
pany’s relative high wage policy in Phila- 
delphia has been assumed voluntarily 
without benefit of collective bargaining 
and the first union contract is not the oc- 
casion to restore equality in Philadelphia, 
particularly since many of the mills in 
this area are non-union plants.” (Pages 
399-400) 

From these few decisions out of 
many it can readily be seen how elu- 
sive is an exact definition of the terms 
“inequalities” and “gross inequities,” 
when applied to general wage in- 
creases. Sometimes they are related 
to the industry, and sometimes to the 
local area, as in the case of Logan 
Iron and Steel Company, 6 War Lab. 
Rep. 462, where the Board said that “a 
difference of 20 cents per hour in 
straight-time rates for similar work in 
the same general locality indicates a 
gross inequity amounting to an in- 


equality.” 


SUBSTANDARDS OF LIVING 


Another term used in the Executive 
Order, namely ‘“‘substandards of liv- 
ing,” should not be so difficult to de- 
fine. It relates to the question of 
whether wages are sufficient to pro- 
vide a family with an adequate stand- 
ard of living and the question has not 
been directly passed upon by the Board 
very many times. 

In a case involving the San Fran- 
cisco Hospital Conference, 5 War Lab. 
Rep. 408, the Board recognized that 
certain hospital employees received 
wage rates that were substandard. The 
hospitals claimed that they were unable 
to pay more than they had been pay- 
ing, but the Board ordered that in- 
creases be put into effect equally $20 
per month for all employees involved 
in the proceeding. This increase, the 
Board said, was partly to compensate 
for the rise in the cost of living and 
the balance to partially eliminate past 
and present substandard wage rates. 

The hospitals claimed inability to 
pay, which claim was rejected. They 
were charging an average minimum of 
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$6.27 per room per day, and the panel, 
in making the recommendation which 
was approved by the Board, said that 
it was impossible to believe that any 
substantial number of persons able to 
pay such rates for hospitalization 
would find it necessary to forego hos- 
pitalization if, say, a fifty cent per day 
increase in rates were made. Yet a 
fifty cent increase in ‘bed rates, accord- 
ing to the panel, would probably be 
sufficient to provide every one of the 
employees involved with a $20 per 
month increase, and would also allow 
the hospitals to retain such differen- 
tials between low and high bracket 
employees as are essential. While the 
decision in this case was in some meas- 
ure based upon a finding of substand- 
ard wage rates, the question does not 
seem to have been before the Board 
very often. 


War MANPOWER 


The last item which Executive Or- 
der 9,250 requires the Board to con- 
sider before granting a wage increase 
is whether it is necessary “to aid in 
the effective prosecution of the war.” 
That involves a question of the rela- 
tive needs of industry for manpower 
and a determination of priority in man- 
power. The Board has been very slow 
to grant increases on the basis that a 
particular employer must pay increased 
wages in order to attract or hold its 
workers. 

In the Staley Manufacturing Com- 
pany case, 4 War Lab. Rep. 304, the 
Board refused to grant wage increase 
designed to permit the employer to 
keep his men from leaving to take 
higher paying jobs in a war industry 
in the same area. In doing so, it said 
that it would not get into the man- 
power question, as it did not want to 
pass upon which employer was more 
important in defense activities. It 


-was intimated, however, that if the 


parties could, in cooperation with the 
War Manpower Commission and other 
governmental agencies, show that it 
is of controlling importance that the 
employees remain at the plant in- 
volved, they would grant an increase 
for that purpose. 


In the Virginia Public Service Com. 
pany case, 5 War Lab. Rep. 424, the 
Board did grant an increase partially 
based upon the manpower problem, 
In the majority panel report which 
was adopted by the Board it was 
stated : 


“Public transportation for the Newport 
News area is supplied solely by the Vir. 
ginia Public Service Company buses and 
streetcars. This company has been called 
upon to convey the workers to and from 
the Newport News Shipbuilding and Dry. 
dock Company yards, and all but one of 
its lines either directly or indirectly serve 
this shipyard or the ferry which carries 
workers to yards in other parts of the 
Hampton Roads area. In short, under 
present arrangements the operation of the 
company is essential for the operation of 
the shipyards, Furthermore, a considerable 
number of Army and Naval personnel 
also use this company’s facilities.” (Page 
428.) 


Further along in the report it was 
stated that the Newport News, Vir- 
ginia, area has been said by the War 
Manpower Commission to be “facing 
an acute labor shortage,’”’ and the te- 
port concludes by saying: 


“It seems to the public and employee 
members of the panel that serious in- 
justice would result from a denial of a 
substantial increase of these operators. It 
should be made clear that the above rates 
are recommended not as an attack upon 
the manpower problem as such, but in 
terms only of the wage problem which is 
involved. In this particular case such an 
increase as the undersigned recommend 
would aid in the effective prosecution of 
the war by helping to maintain an ade- 
quate transportation system for the ship- 
yard, and it would furthermore partially 
correct a type of inequity suffered by 
these operators in the fact of high rates 
and large increases already enjoyed by 
shipyard workers and the rates paid to 
transit company employees elsewhere.” 
(Page 436.) 


SHIFT BONUSES 


Now, before discussing the details 
of how the wage increases are com: 
puted for purposes of comparison, let 
us quickly consider some other wage 
questions which are often in issue. 
First, take the question of bonuses for 
second and third shifts. A reading 
of recent decisions would indicate that, 
contrary to some of the earlier dec: 
sions, a night shift bonus, that is, 4 
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bonus for a permanent late third shift, 
is usually granted or denied, depend- 
ing upon whether or not it is the cus- 
tom to pay a permanent night shift 
bonus in the area or in the industry. 
For example, shift bonuses were re- 
fused in the following cases because 
none were customarily paid in the area 
or industry: 


Sloss-Sheffield Steel & Iron Co., 5 
War Lab. Rep. 97, 

Tennessee Products Corp., 5 War 
Lab. Rep. 91, 

Bingham Stamping Co., 5 War Lab. 
Rep. 472, 

Alabama By-Products Corp., 5 Wat 
Lab. Rep. 94, 

Blaw-Knox Co., 5 War Lab. Rep. 
355. 


Then, in the case of Curtiss-Wright 
Corp., 5 War Lab. Rep. 196, an in- 
crease in the second shift premium to 
equal that paid for work on the third 
shift was denied because the greater 
inconvenience of work on the third 
shift merited a higher premium. In 
the American Can Company case, 5 
War Lab. Rep. 363, an increase in 
shift premiums was denied because ex- 
isting premiums were in line with 
those paid by other companies in the 
area. Again, in Oliver Iron & Steel 
Corp., 6 War Lab. Rep. 214, the 
union’s request that a night shift 
bonus be increased from 2 cents to 5 
cents per hour was denied, apparently 
because even the 2 cent bonus was not 
customary in the area. 

Rotating shift bonuses present a lit- 
tle different problem, for it is difficult 
to tell from the language used in many 
decisions whether or not a shift is a 
permanent shift or a rotating one. In 
a few cases, rotating shifts are spe- 
cifically mentioned. 

In one recent case involving Ameri- 
can Enka Corp., 6 War Lab. Rep. 343, 
the company was operating rotating 
shifts and the union demanded a five 
cent bonus for a rotating third shift. 
The company was willing to pay a five 
cent bonus for a permanent third shift, 
but not for a rotating one. The Na- 
tional War Labor Board said that there 
were certain disadvantages in working 
on that shift and that the company’s 
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offer to make the shift a permanent one 
and pay a five cent bonus for such 
permanent work should be accepted 
by the union, in lieu of which ac- 
ceptance it would be permissible for 
the company to continue the rotating 
shift and pay one cent per hour as a 
flat general increase to allow for the 
inconvenience of shift rotation. 

In the General Chemical Company 
case, 6 War Lab. Rep. 489, a rotating 
shift differential was denied. 

The case of Blaw-Knox Company, 
5 War Lab. Rep. 355, is also an in- 
teresting one in connection with shift 
differentials. The company contended 
that the newer men were put on the 
late night shift and that the older 
men were on the daytime shift. Con- 
sequently, it was argued that, based 
upon production, the men on the night 
shift were being paid more than those 
on the day shift. In other words, be- 
cause the new men on the night shift 
produced less, their equal pay rate 
was more per unit of production. The 
Board pointed out, however, that 
women were rapidly taking the place 
of men, and that the women would 
normally be employed on the day shift, 
with the result that the older and more 
experienced men might later on be 
transferred to the night shift. When 
that time came, the Board indicated 
that it might then be proper to recon- 
sider the question of a night differen- 
tial. 


AVERAGE STRAIGHT-TIME HOURLY 
EARNINGS FORMULA 


This subject of wages is such a 
broad one, and there are so many de- 
cisions every week that it is almost 
impossible to do it justice in a short 
time, but it should be pointed out that 
when an agreement has been reached 
through the mediation of a panel, or 
an employer seeks authority to make 
a general wage increase, the employer 
fills out certain statistics on National 
War Labor Board Form 10, as revised 
in January. Accompanying that form 
are certain instructions and I call your 
attention particularly to the advice on 
how to compute average straight-time 
hourly earnings. The method there 
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outlined should be followed in pre- 
senting a case before a Regional Board 
panel in the first place, as well as in 
filling out Form 10 after an agreement 
has been reached in a disputed case, 
or for use as an application for ap- 
proval of a voluntary wage agreement, 
for it is the foundation upon which the 
Little Steel formula is applied. These 
instructions read: 


“1. Total hours worked.—Compute, 
from your pay-roll records, the total hours 
worked during the pay-roll period by the 
employee. for whom the information is 
requested. Do not include the hours of 
employees not actually working or on va- 
cation. 


“2. Total earnings at straight-time rates. 
—From your pay-roll records, compute 
for the pay-roll period the total straight- 
time earnings of the employees for whom 
the information is requested.” In deter- 
mining straight-time earnings observe the 
following rules: 


(a) Do not include extra payments for 
overtime. 


(b) Be sure to include earnings at 
straight-time rates during overtime 
hours. 


(c) Do not include the earnings of em- 
ployees not actually working or on 
vacation. 


(d) Use the earnings of employees be- 
fore deductions for Social Security, 
Victory Taxes, insurance, hospital- 
ization dues, etc., were made. 


(e) Regularly recurring bonus pay- 
ments, such as production bonuses, 
should be included. 


(f) Do not include bonus payments that 
are not part of regular earnings. 
For example, bonus payments for 
2d or 3d shift work should not 
be included. 


“3, Average straight-time hourly earn- 
ings are total straight-time earnings di- 
vided by total hours worked.” 


You will notice that that last state- 
ment says not to include bonus pay- 
ments for shift work. I presume that 
that instruction should be followed in 
all cases, but where a corporation em- 
ploys people on rotating shifts and it 
is customary to pay a differential for 
the second and third shifts, it is ob- 
vious that the rotating shift differen- 
tial is a regular recurring bonus pay- 
ment which the employees receive. It 
would seem the part of wisdom to in- 
clude such a shift bonus in the com- 
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putation in spite of the instructions to 
the contrary. The reason for the in- 
structions may be that rotating shift 
differentials are fairly uncommon. 
This illustrates that one cannot fol- 
low strictly the instructions which are 
written for average situations if there 
is some situation in your plant which 
takes it out of the average. The way 
in which the facts are presented de- 
pends upon the particular situation 
which is involved in each instance. An 
example of this is in the comparison 
of wages on Januaty 1, 1941. That is 
the usual starting point, but not always. 


JANuARY 1, 1941 WacGes Not 
ALWAYS THE STARTING POINT 


In the case of Ohio Bell Telephone 
Company, 6 War Lab. Rep. 249, a 
wage increase was agreed upon in De- 
cember, 1940, effective at different 
times during 1941, rather than all at 
one time. It was the result, however, 
of seven months’ negotiations, starting 
back in 1940. While the company 
argued that it was anticipatory of wage 
increases that would be required in 
1941, the Board considered it as 
though it had occurred prior to Janu- 
ary 1, 1941. The rate change had been 
negotiated prior to January 1 and only 
the time of taking effect was post- 
poned, and so it was stated that the 
employees should not be penalized by 
the fact that the negotiations dragged 
on for such a long time until after a 
critical date. 

On the theory of this decision, it 
would seem that if a company had 
granted a large wage increase just prior 
to January 1, 1941, which threw it 
out of line with other companies in 
the same area or industry, it might at 
least take advantage of a portion of 
that increase as though it had taken 
place after January 1. 


AVERAGE WAGE COMPARISONS 
May BE DIFFICULT 


Many cases involve situations where 
it is extremely difficult to compare 
average straight-time hourly earnings. 
In the Ohio Bell Telephone Company 
case, just referred to, the company had 
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in effect for many years a progressive 
wage increase system, under which a 
man started at a low rate and received 
an increase in pay each year until a 
maximum was reached after ten years. 
The telephone company argued that 
increases which employees normally 
received after January 1, 1941, under 
that scale should be considered in ap- 
plying the Little Steel formula. The 
Board, however, rejected that theory 
and said that the scale had been in 
effect in normal times and that the 
company could not take credit for nor- 
mal scale increases. In order to comply 
with the Little Steel formula require- 
ments, it was held necessary to add a 
certain amount of pay to each step in 
the scale. 

It should also be pointed out that in 
applying the Little Steel formula only 
increases given to substantially all of 
the employees are considered, and 
where some increases had been made 
to eliminate inequalities or as promo- 
tions, they are not considered. 


INDustrRY Has its BOARD MEMBERS 


To digress slightly, I want to make 
one point that is applicable to any dis- 
puted case, whether or not it involves 
wages. The National War Labor Board 
has been criticized by some on the 
ground that labor ‘gets the breaks.” 
If you will look at the membership of 
the National War Labor Board or any 
of the Regional War Labor Boards, you 
will find that the employee members 
consist of an even number from the 
A. F. of L. and from the C.1.O. 
These men represent their unions and 
their unions can sit down and talk 
over their problems with them. Em- 
ployers know that and yet do not real- 
ize that there are employer members 
of the Boards who are there to repre- 
sent their viewpoint. I did not realize 
to what extent they are supposed to 
represent the employet’s viewpoint 
until I picked up a little pamphlet 
which states that it is from the Em- 
ployer’s Group of the National War 
Labor Board and is entitled “Informa- 
tion for Employer Members of Local 
Panels of Regional War Labor Boards.” 
At the end of the pamphlet are three 















pages of “Suggestions for Employer 
Panel Members.” Let me read just a 
little of it as showing the purpose of 
the suggestions: 


“The purpose of these suggestions is to 
point out to Local Industry Panel mem. 
bers some of the more important actions 
which should be taken by them in connec. 
tion with any case to which they may be 
assigned. 

(a) Before Case is Heard— 


1. Immediately upon assignment to a 
case endeavor to contact the em. 
ployer and get all background ma- 
terial possible. 

2. Obtain a copy of all filed material 
from the Conciliator and go over 
it with the employer. 

3. Discuss Board policy, procedure at 
hearings, rights of employer and 
powers of Board with employer 
representative. 

4. If you have any questions before 
the hearings check with the office 
of the Employer members of the 
Regional Board.” 


I wonder if you have the same te- 
action to this that I had. It meant to 
me that I could go in and talk to an 
employer member about a case in which 
I was interested and tell him my diff- 
culties and what I believed to be the 
facts. I know that employers are fre- 
quently not able to get data and sta- 
tistics from other employers and that 
they are often at a real disadvantage 
because of that. If you cannot get 
the facts about others in your indus- 
try or your area, tell the employer 
member of the panel frankly your dif- 
ficulty and what you believe to be the 
facts and see if some method cannot 
be suggested so that your case will be 
fairly presented. Also remember that 
if you cannot sell the employer panel 
member, you cannot convince the 
others. 

The employer member, however, 
cannot be your mouthpiece or speak 
for you. You must prepare and pre- 
sent your own facts and your own case. 


CONCLUSION 


In making this quick survey of what 
the National War Labor Board has de- 
cided in wage dispute cases, I have 
not pointed out one important matter. 
I have not told you on what dates the 


(Please turn to page 125) 
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Requirements for manpower for 
military service are causing difficulty 
in maintaining labor forces in war 
production plants and in effectuating 
increases necessary for required ex- 
pansion in production. The require- 
ments for manpower for war pro- 
duction must not be allowed to 
interfere with the fulfillment of mil- 
itary manpower mobilization. Max- 
imum utilization must, therefore, be 
made of personnel not suitable for 
military service. 

I believe the manpower program 
has suffered because the American 
public has been expecting some par- 
ticular person or some particular 
group of persons to solve the prob- 
lem for them; but this is one time 
that each one of us—no matter what 
his or her position—must make a 
contribution in solving a series of 
specific problems. 

Industry is now finding it almost 
impossible to obtain certain types of 
skilled men, such as toolmakers, de- 
signers, die makers, marine machin- 
ists, and loftsmen. Strange as it may 
seem, common labor today is almost 
as difficult to recruit as skilled labor. 

The employment for 1942 for war 
industries in Massachusetts reached 
the figure of 465,000 people. The 
anticipated expansion for war em- 
ployment in November, 1943, will be 
an additional 119,000 people. 


COMBING Cross ROADS 


Approximately 7,500,000 people 
were placed by the United States 
Employment Service offices last year, 
but this is not enough. Every city 
and cross-road town in the country 
will be combed for the skilled men 
and women who are needed on war 
jobs. Representatives of the U. S. 


Finding New Workers Is Job for 
Entire Nation, Not One Agency 


By Joseph A. Smith 


Employment Service have been in- 
structed to make every effort to have 
these people change from their 
peace-time jobs to work in war pro- 
duction plants. To locate the skilled; 
but out-of-the-war workers, repre- 
sentatives of the 1,500 offices of the 
United States Employment Service 
are canvassing business establish- 
ments not engaged in war produc- 
tion, checking information from the 
occupational questionnaires, and ask- 
ing the cooperation of business and 
labor groups. 

These activities should not be 
taken to mean that the Employment 
Service is raiding local war indus- 
tries. On the contrary, it is taking 
care that skilled workers now em- 
ployed on war work are not encour- 
aged to leave their present places of 
employment. The Employment Serv- 
ice is looking for men whose top 
skills are not being employed in war 
work in the community, but which 
are badly needed by another war 
plant locally. 

How are we going to meet this re- 
quired production? A complete sur- 
vey of the war effort reveals that our 
theoretical problem is to have five 
million people of a particular skill 
at a particular place at a particular 
time. 


Must INCREASE EFFICIENCY 


Our efficiency will of necessity 
have to be increased 10 per cent. 
per person or per working unit. Ac- 
cording to the estimates compiled by 
the end of 1942 there were two mil- 
lion unemployed. This is the lowest 
level that unemployment has reached 
since the last war, and it must be re- 
membered that in this unemployment 
figure of two million there are in- 
cluded the unemployables. 

By December 1943 it is estimated 
that we shall need 6214 million 
people for industry and the armed 
forces. This exceeds our normal 
labor supply by about 5 million peo- 
ple. All employing units will have 
to give most careful consideration to 
the methods of assuring the full 
utilization of present employees, in- 
cluding the upgrading of such em- 
ployees, as well as making use of 
maximum skills. 

Now where are we going to get 
these people? The first and most 
important thing that must be done 
is to make better use of the man and 
woman power that we have in our 
own employ. Retired employees will 
be encouraged to return to work if 
they are physically able to do so. If 

(Please turn to page 112) 





remarks. 


THE SCRAMBLE FOR WORKERS 


It is a vivid picture that Mr. Smith painted in this paper which 
| was prepared for presentation to the Boston Control on February 
23. He is regional director of the War Manpower Commission for 
New England. The paper was read by Mr. Edward F. Connelly of 
the Associated Industries of Massachusetts. That the respon- 
sibility for solution of this problem rests on the entire nation— 
all of us, not on any one person or agency, is made clear. The 
magnitude of the task is emphasized and clarified by Mr. Smith’s 


—THE EDITOR 
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Brief Items from Here and There of Intgs: 





Statistical Control Charts Save 
Overtime Payments for Company 


One unusual development in the inter- 
esting course in Statistical Methods of 
Quality Control being held this Winter 
at Stanford University was a report on 
the application of these techniques to 
wage control problems. According to 
Holbrook Working of the University, in 
an article about the course, published in 
the February issue of the “American Sta- 
tistical Association Bulletin,’ the incident 
occurred as follows: 

“One of the men, William B. Rice of 
the Plomb Tool Company, reported a par- 


ticularly original and happy application. — 


He had used control charts to analyze per- 
centage of overtime pay in the several of- 
fice departments of his plant. The charts 
uncovered a situation that was easily cor- 
rected, with substantial savings to the 
company. An incidental result was to 
open the eyes of top management to ad- 
vantages of the control chart technique.” 


Institute Members To Speak 
at A. M. A. Conference 


Four prominent members of The Con- 
trollers Institute of America will par- 
ticipate in the program at the Wartime 
Finance Conference of the American Man- 
agement Association, to be presided over 
by a fifth—Mr. H. C. Perry, treasurer and 
secretary of the Heywood-Wakefield Com- 
pany, Gardner, Massachusetts, who is vice- 
president of AMA’s Finance and Accounts 
Division. The other speakers from The 
Institute will be: Mr. Oscar N. Lindahl, 
vice-president of finance, Carnegie-ILlinois 
Steel Corporation; Mr. Roscoe Seybold, 
vice-president and controller of the West- 
inghouse Electric & Mfg. Co.; Mr. F. F. 
Hoyt, vice-president and controller of the 
Carrier Corporation, and Mr. Joseph P. 
Healey, assistant treasurer of the Curtiss- 
Wright Corporation. 

Problems to be covered in the sessions 
include: cost and profit determination in 
wartime; salary stabilization and execu- 
tive incentive plans; pension plans; ex- 
pense control in wartime and financial 
planning for the post-war period. 


OPA Issues Bulletin Explaining 
Ration Banking Plan 


The Food Rationing Division of OPA 
has issued a special bulletin—its Number 
16—entitled “Ration Banking for the 
Food Trade.” All details involved in ra- 








ENJOYS MEETING 
FINE PEOPLE 


Here is what a member of The 
Controllers Institute of America 
wrote to a friend, who had asked 
about the possibility of becoming a 
member himself: 

“| have been a member for a 
great many years, have thoroughly 
enjoyed meeting the fine people who 
compose the membership, and have 
found it very worthwhile from the 
standpoint of obtaining the answers 
to a great many perplexing problems 
which controllers are more and more 
facing.”’ 











tion banking are clearly explained, and 
separate instructions are given for proces- 
sors, wholesalers and retailers of food 
products. 

Under the plan, as explained in this 
bulletin, ration bank accounts must be 
opened by all coffee roasters, processors 
of processed foods, primary distributors 
of sugar; wholesalers of coffee, sugar and 
processed foods; retailers who own more 
than one store, and retailers whose gross 
food sales were $5,000 or over in Decem- 
ber, 1942. Accounts must be opened in 
the same bank in which the company had 
its regular dollar checking account, and 
separate accounts must be opened for cof- 
fee, sugar and processed foods. 

Deposits and ration checks for sugar 
and coffee are made out in pounds, while 
those for processed foods are made out in 
points. The depositor is required to keep 
a running balance in each checkbook, and 
the bank to make statements at least quar- 
terly. All ration barking records must 
be kept available for examination by OPA. 


Exemption Extended for One Year 


for Banker-Directors 


The Securities and Exchange Commis- 
sion announced on February 9 the adop- 
tion of an amendment to Rule U-70 (a) 
(7) under the Holding Company Act ex- 
tending until March 1, 1944, the exemp- 
tion provided under such rule. 

Section 17 (c) of the Act makes it un- 
lawful for a registered holding company 
or any of its subsidiaries to have as an 
officer or director any person who serves 
in a similar capacity for a bank, trust com- 
pany, investment banker, or similar finan- 
cial institution. Rule U-70 sets forth the 


limited circumstances under which these 
relationships will be lawful. 

Paragraph (a) (7) of Rule U-70 pro- 
vides a limited exemption for a person 
(1) whose only financial connection is 
with one or more commercial banking 
institutions having their principal offices 
within the state in which the registered 
holding company, or its subsidiary, con- 
ducts at least 90 per cent. of its public 
utility operations and in which such per- 


* son resides, and (2) who is originally 


elected to his position in such company 
prior to April 1, 1939, under an order 
approved by the Public Service Commis- 
sion of such state. It is the exemption 
under this paragraph which is extended 
until March 1, 1944, 


WLB Sets Up Regional Boards 


The procedure of the War Labor Board 
has been streamlined by setting up 12 
Regional War Labor Boards with author- 
ity to make final decisions in dispute and 
wage cases. The National Board retains 
the right to review all decisions, and will 
continue to determine policy by passing 
on national cases or on those which bring 
up new issues. 

The new Regional Boards are tripartite 
in nature, with representatives of the 
public, labor and industry serving in 
every case. 

Each Regional Board is headed by a 
chairman who replaces the former Act- 
ing Regional Director. The chairmen in 
the various regional offices are as fol- 
lows: Boston, Mr. Saul Wallen; New 
York, Mr. Theodore W. Kheel; Phila- 
delphia, Mr. Sylvester Garrett; Atlanta, 
Mr. M. T. Van Hecke; Cleveland, Mr. 
Lewis Gill; Chicago, Mr. Robert K. 
Burns; Kansas City, Mr. Joseph A. Hos- 
kins; Dallas, Mr. Floyd McGowan; Den- 
ver, Mr. Charles Graham; San Francisco, 
Mr. Thomas Fair Neblett, and Detroit, 
Mr. Edwin Witte. 

While the Regional Boards’ decisions 
are final, there is a limited right of ap- 
eal to the National War Labor Board 
on dispute cases. 


Meeting To Study Provisions of 
W PB Order L-219 


Mr. Eaton V. W. Read, who as Chief 
of the Consumers’ Goods Branch of the 
WPB Wholesale and Retail Trade Divi- 
sion is administrator of Order L-219 lim- 
iting inventories, explained the limitation 
order at a special luncheon meeting of 
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the New York City Control, held 
Wednesday, March 10. The meeting was 
held in the Hotel Shelton, New York. 

The limitation order will be discussed 
informally by the guest speaker, who will 
be aided in his presentation by his As- 
sistant Administrator and Assistant Branch 
Chief, Mr. Harry D. Wolfe. 

According to Mr. Vincent C. Ross, 
chairman of the Program Committee, the 
information to be brought out at this 
meeting will be helpful to all who are 
affected by inventory limitation. The 
order limits mercantile inventories, in- 
cluding those of manufacturers who oper- 
ate wholesale branches or retail stores. 


Gas Association Publishes 
Article by O. H. Ritenhour 


A prominent place in the March is- 
sue of “The American Gas Association 
Monthly” is accorded to an article by 
Mr. O. H. Ritenour, controller of the 
Washington Gas Light Company, and a 
member of The Controllers Institute of 
America. Referred to by the editors as 
“a typical example of the resourceful- 
ness shown in coping with the manpower 
problem,” Mr. Ritenour’s paper high- 
lights the need for occupational defer- 
ment of accountants, by pointing out that 
54 cf 102 male members of his company’s 
accounting department entered the armed 
forces between December 1, 1941 and 
February 1, 1943. 

The article, which is entitled ‘“Occu- 
pational Deferment for Accountants,” 
shows how the author’s firm presented its 
case with charts to the local Draft Board. 
One chart proved that it has been neces- 
saty for the utility to train 142 persons 
in order to obtain a net increase in total 
personnel of 16. 

“Despite pronouncements to the effect 
that an accountant may be as essential to 
a company as a production man or a 
mechanic,” Mr. Ritenour said, “it is un- 
derstood that some difficulty is being 
encountered in obtaining deferments of 
essential men. Our experience has shown 
that charts such as these, supported by 
sound statistical evidence, are an effective 
means of presenting the problem in a 
convincing manner.” 


New York State Unemployment 
Regulation is Amended 


The regulation governing unemploy- 
ment insurance for employees of re- 
stricted contractors in the State of New 





York was amended February 18. This 
regulation—UI 16-41—in its amended 
form states that quarterly payroll reports 
giving details regarding wages paid to 
each employee must be furnished by con- 
tractors, even though they are not liable 
for payment of contributions. The reg- 
ulation applies only to contractors oper- 
ating under restrictive agreements in ac- 
cordance with the definition contained in 
Section 502 of the Unemployment In- 
surance Law. 

According to the New York City office 
of the Division of Placement and Unem- 
ployment Insurance, the amended regula- 
tion is applicable at present only to the 
garment trades, whose blanket agreements 
are the only ones as yet set up under this 
Section. 


Speaker Emphasizes Importance of 
Internal Auditing 


The part of the internal auditor and 
the activities’ carried on by the internal 
auditing department are extremely im- 
portant in their relation to the entire 
program of government auditing as pur- 
sued in connection with cost-plus-fixed-fee 
contracts, according to Victor Z. Brink, 
C.P.A., who discussed the subject at a 
recent meeting of the Institute of Internal 
Auditors. 


“The basic approach of the War De- 
partment auditing procedures,” the speaker 
said, “is to determine that the contractor 
has an efficiently operating system of in- 
ternal procedures, so that the War De- 
partment auditor can then rely to a con- 
siderable extent upon the fact that the 
accounting results have been subjected to 
proper internal checks and are, therefore, 
accurate. The internal auditing depart- 
ment seeks to achieve the same objectives 
and, through its own internal auditing 
procedures, checks on the accuracy of the 
recorded transactions, the accounting pol- 
icies involved, and the efficiency of the 
internal processes and procedures which 
are related thereto. 

“In addition, the internal auditing staff 
can render other important services to the 
War Department auditors by discussing 
the various aspects of the internal proce- 
dures questioned by them, and by assist- 
ing in working out any modifications 
deemed necessary to protect the interests 
of the War Department.” 

Mr. Brink’s paper, entitled ‘Auditing 
Problems Relating to Cost-Plus-Fixed-Fee 
Contracts,” is reported in the February 
issue of “The New York Certified Public 
Accountant.” 








LETTERS FROM 


CONTROLLERS 





GRATIFIED OVER GROWTH OF 
INSTITUTE 
ARTHUR R. TUCKER 
Managing Director 
It must be a matter of extreme gratifica- 
tion to you, as it is to me, to see the very 
sound and pronounced growth and scope 
of usefulness of The Institute and note the 
justifiable place it has been accorded in the 
accounting field. 
GeEoRGE MCANINCH, 
Victor Manufacturing & Gasket 
Company, Chicago 


EXCELLENCE OF MATERIAL 
BRINGS CONGRATULATIONS 


ARTHUR R. TUCKER 
Controllers Institute of America 
Perhaps because it is timely as year-end 
duties command controllers’ attention, I am 
writing to congratulate you upon the ex- 
cellence of the material presented in the 
February issue of THE CONTROLLER. 
Inventory valuations, Victory Tax, CMP, 


“Vv” Type Loans, Tax Returns and Reports 
to Stockholders are examples of the items 
which contribute to a controller's dizzy 
spell at this time of the year, and an ex- 
change of views, even in print, is produc- 
tive of some relief. I consider George E. 
Frazer's article to be especially enlighten- 
ing, and am writing to tell him so. 
H. C. Perry, 
Heywood-Wakefield Company, 
Gardner, Massachusetts 


BEST ISSUE OF 
“THE CONTROLLER” 


ARTHUR R. TUCKER 
Managing Director 
I should like to compliment you on the 
February CONTROLLER received here this 
morning. In scope, timeliness, and interest 
it is the best issue of THE CONTROLLER I 
have ever read. 
F. D. CoLBURN 
American Bridge Company, 
Pittsburgh 

















FINDING NEW WORKERS 
(Continued from page 109) 








we delay the retirement age by only 
six months on our superannuated 
people we can add another half mil- 
lion people to the working force. 
Age alone must not be a barrier to 
employment. The 1940 census for 
Massachusetts reveals that in the age 
bracket from 45 to 64 years we had 
966,300 people—470,500 males; 
495,800 females. If we reduce our 
high school term by six months we 
can add another million people to 
the working force. 

We must use the available negro 
and alien groups. They enable many 
communities to solve their man- 
power problems at home, without 
overcrowding the towns with work- 
ers imported from another city. We 
must recruit and train more ag- 
gressively the handicapped worker. 


UsinG HANDICAPPED WORKERS 


Employers, I might add, in this 
respect have already made an im- 
pressive demonstration of the use of 
handicapped workers, particularly 
some of the employers in the Spring- 
field district. If there are additional 
jobs on which they can be used, we 
should avail ourselves of these work- 
ers. Civil Service is recruiting 65,- 
000 handicapped workers at the 
present time. Twenty thousand of 
these workers will be used in Army 
depots alone. Some employers have 
built up physical standards for em- 
ployment that cannot be maintained 
in the present labor market. Every 
worker must be used for what he has, 
not disqualified for his limitations. 

Women who are not now em- 
ployed will be encouraged to take 
employment in some essential in- 
dustry. Two years ago there were 
less than 500,000 women in war 
production. Today there are 4,000,- 
000, and before the end of 1943 
there will be about 6,000,000. It is 
estimated that there are a total of 
nine million women under 45 years 
of age who do not have children 
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under 16 years of age. Four and 
one-half million of these are house- 
wives. There are 9,000,000 women 
over 45 years of age in the United 
States. The 1940 census for Mas- 
sachusetts shows us that we have 
895,000 women not engaged in the 
labor force, but engaged in house- 
work in their own homes. 


WOMEN WORKERS IN 
GREAT BRITAIN 


The British experience has proved 
that women can do 80 per cent. of 
all war jobs, and that they can per- 
form many operations much better 
than men. The first British regis- 
tration of women was launched with 
the slogan that “Nothing that a 
woman can do or learn to do should 
be allowed to absorb a man of mili- 
taty age.” Under the pressure of 
necessity this program has progressed 
to a point where today in Great 
Britain women make up more than 
80 per cent. of the personnel in 
munitions plants, 50 per cent. in air- 
craft plants, and 20 per cent. in anti- 
aircraft plants. 

Here in our own country Mrs. 
Eleanor Herrick, personnel manager 
of Todd-Bath Shipbuilding Com- 
pany, in an address in Boston stated: 
“I think women will respond to the 
patriotic urge of the war effort in a 
manner which we cannot expect from 
men who are traditionally the wage 
earners; women who have fathers, 
sons, husbands and brothers in the 
armed services feel an emotional im- 
pulse to help turn out the goods so 
vital to our success in the war, so 
vital to the needs of the fighting 
forces in which they have a personal 
interest. Women who will respond 
in this way will grit their teeth and 
do the job, no matter how dirty, 
hard, cold and exhausting it may be. 
But they must receive equal pay for 
equal work when they replace men.” 

By December 1943 there will have 
to be trained by American industry, 
11,000,000 people. Non-war work- 
ers who numbered 30 million in De- 
cember 1940, will number only 19 
million by December 1943. Training 


Within Industry back in February 
was thinking in terms of training of 
30,000 supervisors during 1942. To 
meet the mounting demand, that pro- 
gram has been stepped up consider- 
ably. By October 1942 our Training 
Within Industry Service had served 
5,700 plants employing a total of 
5,600,000 employees. A total of 
218,000 foremen, supervisors and 
lead-men had been certified as job 
instructors in war production plants. 
These men in turn have trained addi- 
tional millions of workers. 


VOCATIONAL AND APPRENTICE 
TRAINING 


The Vocational Training program 
for war production workers carried 
on in private and public schools, 
trained in Massachusetts last year 90,- 
000 workers. The Apprentice Train- 
ing program by October 1 had given 
assistance to 27,000 employers. The 
tremendous job that has been done 
in training thus far has not been gen- 
erally realized. But when we take 
into consideration that there were 
only 40,000 workers specifically 
trained for war industry in the last 
war, a concept of what the training 
program has done thus far is readily 
realized. 

In addition to the above figures 
quoted in war industry, United States 
Employment Service has employed 
for agriculture in New England 
alone 242,000 workers. 

Labor pirating, the taking of one 
skilled man from one firm to an- 
other, must stop. Every worker lured 
from a job with golden promises ir- 
terrupts production. The labor pirate 
is a public enemy and as such he 
must be apprehended. The problem 
as I see it at present is still to be a 
matter of recruitment—getting the 
people on the jobs, training the peo- 
ple on the job, or in schools before 
they are placed on the job; of using 
every man at the worker's best and 
highest skill each working hour, of 
reducing absenteeism, of increasing 
the number of women workers, and 
of doing the things that we have 
done but doing them more intensely. 
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YOU CAN RENT COMPTOMETER EQUIPMENT! 


¢ Better turn that contraption in to the scrap drive, gentlemen, and make 


a quick telephone call to your local Comptometer Co. representative. 
¢ Ask him to explain how you can rent Comptometer adding-calculating 
machines for limited periods of time. 


* Or, if you prefer, write to Felt & Tarrant Mfg. Co., 1734 N. Paulina 
Street, Chicago, Illinois. 


COMPTOMETER 


REG. U.S. PAT. OFF 


ADDING-CALCULATING MACHINES AND METHODS 





Controllers’ Spring Conference 
at Philadelphia, April 11-12 


Plans for the Eastern Spring Con- 
ference of Controllers, to be held in 
the Hotel Warwick, Philadelphia, on 
April 11 and 12, were formulated at 
a meeting of the Conference Commit- 
tee on March 5, at the Midday Club, 
Philadelphia. Mr. Daniel H. Schultz, 
of Leeds & Northrup Company, Chair- 
man of the Committee, presided. 

The Conference will open with a 
reception Sunday afternoon, April 11, 
and a brief program will be arranged 
for Sunday evening. 

The sessions will open Monday, 
April 12, to continue throughout the 
day. There will be a luncheon program 
with a prominent speaker on a subject 
of current interest to Controllers. 

Announcements as to subjects to be 
covered in the morning and afternoon 
sessions and the speakers who will pre- 
sent them, will be in the mail shortly. 

President T. C. McCobb, of The 
Controllers Institute of America, will 
preside at the Conference Dinner Mon- 
day evening. 

President Harold C. Stott of the 
Philadelphia Control, is vice-chairman 
of the Conference Committee, the 
other members of which are: 

V. L. ELLIOTT 

Atlantic Refining Company 
C. H. Dore 

New York Shipbuilding Corp. 
C. L. JONEs 

Alan Wood Steel Company 
T. S. LEVER, JR. 

Phila. Gas Works Company 





CONTROLLERS’ LATEST 
PROBLEMS TO BE 
DISCUSSED 


The program of the Eastern Spring 


Conference will be ‘‘controller- 
made.”” It will be along lines sug- 
gested by members of The Control- 
lers Institute of America, in response 
to a recent request. 

The past three months have de- 
veloped many new problems for 
controllers. The conference program 
will be immediately helpful. 











M. Z. McGILL 
Collins & Aikman Corp. 
G. R. RANKIN 
Artloom Corporation 
E. E. REARDON 
E. G. Budd Company 
J. W. St. CLair 
Hajoca Corporation 
J. N. WALKER 
Royal Oil & Gas Corporation 


Other committees have been named, 


as follows: 
Arrangements 


J. N. WALKER, Chairman 

Royal Oil & Gas Corporation 
R. G. DUNLOP 

Sun Oil Company 
E. HART 

Pennsylvania Railroad Company 
R. G. RAUSCHER 

Warner Company 
J. W. Str. CLair 

Hajoca Corporation 
J. E. Woop 

Stephano Brothers 


Publicity 

E. E. REARDON, Chairman 

E. G. Budd Company 
R. C. CASSELBERRY 

Sharp & Dohme, Inc. 
J. J. KERSHNER, JR. 

Sears, Roebuck & Company 
A. MACGILLIVRAY 

RCA Manufacturing Co., Inc. 
A. E. MORALES 

N. Snellenburg & Co., Inc. 
W. W. WALTERS 

Presbyterian Board of Pensions 


Reception 


G. R. RANKIN, Chairman 

Artloom Corporation 
J. J. GippRIcH 

Jacobs Aircraft Eng. Corp. 
L. J. GUNSON 

Continental Distilling Corp. 
D. H. HARSHAW 

John B. Stetson Company 
J. F. Lawson 

Ferracute Machine Company 
M. G. MyRELIus 

General Refractories Company 
A. PoUCHOT 

Lee Tire & Rubber Company 
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F. G. ROBERTS 
SKF Industries, Inc. 
W. R. WILSON 
Philco Corporation 
C. H. YARDLEY 
Penn Mutual Life Insurance Co. 








THEN IT’S TIME 
TO START FILING 
THE NEW WAY 


Orford 
PENDAFLEX 


HANGING FOLDERS 


SAVE 20% OF FILING TIME 
4 GIRLS DO WORK OF 5 
FASTER, EASIER! 


NO NEW CABINETS! 


Simple supporting frame fits in your pres- 
ent file drawers. Folders hang on frame... 
slide at finger pressure . . . never sag, droop 
or slump. Tabs can’t hide; they’re slanted 
for easy reading without stooping. Penda- 
flex Folders speed filing and finding because 
they introduce a new, orderly efficiency. 
Available in both letter and legal sizes. 
WRITE FOR BOOKLET! 


OXFORD FILING SUPPLY Co. 
1 354 Morgan Ave., Brooklyn, N. Y. 
| Send me new, illustrated fact-full booklet: | 
| How to Cut Filing Costs 20 per cent. No obli- | 
gation, of course. 
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Mertens ON THE 


LAW OF 
FEDERAL INCOME 
TAXATION 


By JACOB MERTENS, Jr. 


of the firm of Davies, Auerbach, Cornell & Hardy 
One Wall Street, New York City 


12 VOLUMES PRICE $120.00 


A complete restatement of the entire field of federal income 
taxation. 


—directing you instantly to the applicable provisions of 
the law and the interpretations and constructions which 
have been placed upon them both administratively and 
judicially. 

—presenting the quickest way of finding the law, and the 


only way of finding all the law weighed personally by an 
expert in this field as to relevancy and importance. 


—giving you that peace of mind that no other means of re- 
search will give—the certainty that you have not over- 
looked other decisions in point. 


It will be kept constantly to date by a monthly service, cumu- 
lated quarterly and pocket parts issued annually. 


Terms: 6% discount for cash or $10.00 cash and $10.00 per 
month. 


Descriptive Literature Sent on Request 


CALLAGHAN & COMPANY 
401 East Ohio Street Chicago, Illinois 
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PREPARATION OF FINANCIAL 
AND RELATED DATA 








(Continued from page 102) 





cause of increased efficiency resulting 
from development and perfection of 
processes, and the like, the effect 
should be stated approximately, since 
the announced policies covering rene- 
gotiation do not intend to penalize a 
company through price reduction 
merely because margins have been 
widened due to engineering ingenuity 
and increased efficiency. 


IMPROVED PROCESSES MEAN LOWER 
CosTs 


In connection with the production 
of specialized products, it certainly is 
also in order to point out the resultant 
decrease in cost which has occurred 
due to development and perfection of 
improved processes in the manufac- 
ture of these special products. 

It is difficult to attempt to mention 
all of the items which must be brought 
to light in order that an equitable re- 
view of your picture can be effected. 
In addition to financial and operating 
data, your company’s accomplishment 
in productive and engineering effort, 
risks involved, and the like, should be 
emphasized. It must be recognized that 
the management of each company is 
much more conversant with all of the 
factors involved than the individuals 
who are called upon to gather infor- 
mation for this final review. Thus, the 
approach will be varied to fit each in- 
dividual case and ali pertinent infor- 
mation should be submitted in order 
to aid the various renegotiation boards 
in the performance of an extremely 
difficult task—that of deciding to what 
extent your operating margins reflect 
excessive profits from the war effort. 
If, with all the facts at hand, the sug- 
gested settlement eventually proves to 
be inequitable because of failure to 
give full consideration to all facts sub- 
mitted, the responsibility therefor rests 
with the agency making the final de- 
cision. 

Therefore, in the preparation of 
data to be submitted for review, you 
need to be guided by the courage of 
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your own convictions. You, who pre- 
pare the final figures for your com- 
pany, know generally whether exces- 
sive war profits have resulted from ex- 
cessive prices, determined at a time 
when adequate costs and production 
data were lacking. The real purpose 
of the War Profits Control Act is to 
recoup those profits. Only a small por- 
tion of any profit which eventually is 
realized is retained by the company 
after payment of income taxes. What- 
ever subsidy to industry may result 
from a reasonable attitude as to profit 
allowances and provisions for contin- 
gencies would probably prove to be in- 
consequential when compared with the 
liberal expenditure policies connected 
with experiments and reform measures 
fostered by our government during the 
last decade. Let us trust that patriotic 
fervor in eliminating war profits shall 
not be allowed to weaken our indus- 
trial structure and our economic well 


being. 





HOW TO MAKE USE OF 
RELIEF PROVISIONS OF 
REVENUE ACT 
(Continued from page 96) 











partment. It may turn up the idea 
that a change in the raw material in 
1937 was largely responsible for the 
improved results after that date. The 
personnel officer should know about 
strikes, shutdowns, slowdowns and 
other conditions which might have af- 
fected profits. 

In addition there are the matters of 
competitors who quit business or were 
bought out, patents or processes ac- 
quired or developed, and an endless 
array of the things that happen in a 
business to change its course up or 
down, or the trend of one or more of 
its products. 


CONTROLLER SHOULD CORRELATE 
FACTORS 


Since these things all have to be re- 
lated to net profits, the controller or 
other financial officer will probably 
have to correlate all of the factors and 
interpret them in terms of gain or loss. 
We may have to concede that there is 


nothing abnormal in a merchant's hay. 
ing an inventory or a manufacturer 
some tools and machines, but let us not 
give in too quickly. 

I might mention a few typical cases 
which I consider have abnormalities, 
Several cases have been considered in 
which the product is sold to users who 
also make the same parts, but buy out. 
side only, when their own facilities are 
inadequate. Similarly, we have consid- 
ered the cases of producers of items 
at high cost who cannot sell except 
when those who dominate the market 
are unable to meet the demands. Such 
cases would appear to fall under Sec, 
722(b) (3). 

One company made sports equip- 
ment during part of the base period, at 
low profits, and changed to other more 
profitable lines. 

Another company developed a new 
product which did not achieve market 
acceptance until the latter part of the 
base period and subsequently. 

Still another had a big demand for 
its product but could not deliver 
enough units to produce expected earn- 
ings, until it developed automatic ma- 
chinery which increased production 
enormously. 

Another concern had some very prof- 
itable lines of goods, but the old man- 
agement insisted on pushing the goods 
which had been the foundation of the 
business, but long since outmoded; 4 
change in management resulted in dis- 
continuance of the lines which lost all 
the profit and changed the net profit 
trend. 

In another case the management had 
gone to seed, and during most of the 
base period new stockholders were 
busy reorganizing the personnel, and 
subsequent profits are attributable to 
the resulting changes in management. 

In another case the management 
made a serious error in judgment in 
the business which cost it a loss of 
patronage for part of the base period, 
but has since resumed its normal place 
in the industry. 

A utility company changed its policy 
with respect to extension of service 
during the base period and developed 
a marked increase in gross and net 


(Please turn. to page 125) 














WAR BOND PAYROLL DEDUCTION ACCOUNTING 


FOR ROCK BOTTOM OPERATING 
COST on this non-profit patriotic service, 
Kardex visible pre-calculated ledger forms 
can’t be beat. There is a form to suit each 
employee’s individual plan of bond pur- 
chase. Posting is done simply by date stamp- 
ing on the preprinted form. NO MACHINE 
POSTING, NO BALANCES TO FIGURE! 
Absolute accuracy, and economy, with cler- 


ical time cut to the bone. 


REMINGTON RAND 


BOND PURCHASE IS EASY! Colored 
Kardex signals tell when a bond purchase 
has been completed. No need to refer to 
every card. And, most important, the U. S. 
Treasury Authorization Card, filed beneath 
the deduction record, provides full purchas- 
ing information! Lose no time in installing 
this time saving, money saving Kardex sy- 
stem. Mail the coupon printed below today 


for a free, fully informative folder. 


INC. —- BUFFALO, NEW YORK 


Please send your new free folder on War Bond Deduction Accounting. 


PRM cme de Oey cece lcheetaedeemeseeuaets Company 


SERRE CINCO. os psig Pennine ¢.dcemactesine weweeeas City 








.... To facilitate orderly with- 
drawal of workers from war plants, 
we have devised the Manning Table 
plan. It operates in company with a 
Selective Service replacement schedule. 

Business firms with 75 per cent. of 
their volume devoted to war produc- 
tion may participate. The Manning 
Table is simply a plan by which an 
employer makes an inventory of his 
manpower . . . . by occupation, by age, 
by sex, and draft status. It shows also 
an estimate of the time required to 
train a replacement for each ‘occupa- 
tion. 

This enables an employer to figure 
out how he stands in the matter of 
losing men to the armed forces. It 
gives him an accurate idea of what he 
can do to replace those men who have 
no great skill that requires extended 
training. 

The Replacement Schedule is sim- 
ply a list of the draft-liable men in any 
establishment, with draft status, and 
the month in which the employer can 
release them for military duty. 


WHAT SCHEDULE Must BE USED 


Small plants generally may use the 
Replacement Schedule alone. Medium 
sized plants may use the Replacement 
Schedule alone in some cases. . 
the exceptions being when the Man- 
ning Table appears essential to the de- 
velopment of a satisfactory program of 
replacement and of labor utilization. 
In most cases, the plant with 200 to 
500 employees will find it necessary 
and helpful to have both the Manning 
Table and the Replacement Schedule 
in operation. Larger plants must pre- 
pare both .... the Manning Table 
and the Replacement Schedule. These 
can not prepare an intelligent Replace- 
ment Schedule without the manpower 
analysis inherent in the preparation of 
the Manning Table. 





How Manning Table, Replacement 
Schedules, Will Operate 


By Louis B. F. Raycroft 


The War Manpower Commission 
and the Selective Service officials pass 
upon the acceptability of both Replace- 
ment and Manning Tables. To be ac- 
ceptable, they must provide for release 
of a substantial percentage of draft- 
liable workers for military duty each 
month. When they are approved, such 
plans give to the local draft boards a 
basis for passing upon occupational 
deferment requests .... with full 
assurance that the plant has a plan ac- 
ceptable both to the War Manpower 
Commission and State Selective Service 
Headquarters. 


For PROTECTION OF WAR EFFORT 


The plan was devised not for the 
protection of the employee alone, or 
the employer alone, but for the pro- 
tection of America’s war effort, on 
the production front and on the fight- 
ing front. 





I am happy to say that the three 
states of my region (Pennsylvania, 
New Jersey, Delaware) lead all the 
nation in number of satisfactory Man- 
ning Table and Replacement Schedule 
plans in operation, and in number of 
employees covered. The largest single. 
unit employer in the region has just 
submitted a full Manning Table and 
Replacement Schedule . . . . one which 
required some time and study to pre- 
pare. One of the largest shipyards 
in the country has its plan in. 

All told, more than 200 such plans 
are in operation in Pennsylvania, New 
Jersey and Delaware. With these in 
process of completion, more than 
750,000 war workers are covered. 

Yet, we have not done enough. The 
plans are not coming in fast enough. 
Not enough plants have yet come to a 
realization of the urgency of this situa- 


(Please turn to page 120) 





America on March 4. 


1935. 





DETAILS OF MANPOWER MOVES DESCRIBED 


That industry will lose many men, either to the armed forces 
or to other employers, in the near future seems certain. What 
the War Manpower Commission is doing, its methods of opera- 
tion, and the details of cooperation expected from business, 
present a complex series of problems for business to solve. They 
are described succinctly by Mr. Raycroft in this paper, presented 
before the Philadelphia Control of The Controllers Institute of 


Years of experience as Director of Public Industrial Relations 
for the Electric Storage Battery Company make Mr. Raycroft un- 
usually well qualified to consider these problems from industry’s 
point of view. He has contributed generously of his time and en- 
ergy to civic activities. He is a member of the Board of Directors, 
Philadelphia Chamber of Commerce, and Chairman of the In- 
dustrial Relations Committee. Chairman, Philadelphia Modern 
Pioneers Committee and a member of the Franklin Institute. 

From 1932 to 1937 Mr. Raycroft served on the Pennsylvania 
Commission on Occupational Disease Compensation. He was a 
member of the N. R. A. Code Authority from 1933 to 1935, and 
President of the National Battery Manufacturers Association in 


This paper is a timely contribution to a current problem. 


—THE EDITOR 
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Simplified paper work 
Speeds up production.. 








Mimeograph duplication 
eliminates wasteful rewrit- 
ing and turns out sharp, 


permanently legible copies. 








CASE HISTORY 


Here is how one company recently made a 
notable saving in man-hours with the use of 
the Mimeograph duplicator. 

Their paper work for production orders, 
identification cards, and progress records 
was reduced to a single writing on Mimeograph 
brand stencil sheet. The required number of 
copies for each form are run off easily, in a 
matter of minutes: 

6 to 15 copies of production orders —one for 
each department that works on this part, plus 
one for production planning department... 
6 to 500 copies of identification cards —one for 
each “tote” box or pan... 2 copies of progress 


records —one for the production department 
and one for the schedule follow-up. 

Further savings in man-hours are realized 
by the permanent legibility of these copies. 
Mimeograph equipment produces sharp, clean 
highly readable copies that 
do not smear or fade in spite 
of rough handling. 

If this case history 
applies to your own 
paper work problems, 
feel free to write 
for full details and ac- 
tual samples. Address 
A. B. Dick Company, 
Chicago. 
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The standard of speed and legibility in the one-writing system 
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Mimeograph duplicator 


MIMEOGRAPH Is the trade-mark of A. B. Dick Company, Chicago, registered] in the U. S. Patent Office. 
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HOW MANNING TABLE, RE- 
PLACEMENT SCHEDULES, WILL 
OPERATE 








(Continued from page 118) 





tion. But they will. They will realize 
it when their requests for deferment of 
workers gain scant consideration from 
local draft boards, because there is no 
sound plan back of the requests. Local 
boards are human. They are patriotic, 
they are sensible. They are not going 
to devote hours to a single deferment 
request when it can be handled by a 
glance at a 42-A and a brief examina- 
tion of the State Selective Service ac- 
ceptance stamp thereon. This should 
be notice to any in this audience who 
are eligible to participate in the Man- 
ning Table plan . . . . and have not 
done so .. . . that the time has come 
to get your Tables and Replacement 
Schedules in. 


TIME ENDS FOR GRANTING 
DEFERMENTS 


The plans now approved provide 
for substantial withdrawals of draft- 
age men from these war plants... . 
on an orderly basis. Up to this year, 
the Selective Service Boards have been 
able to grant deferment on a liberal 
basis to healthy, single, young workers 
in war plants. That time has ended. 
And the withdrawals this spring, next 
summer and fall will be tremendous in 
comparison with those of previous sea- 
sons. 

So there must be a steady flow of 
men with children into war production 
jobs that require no great skill and no 
protracted training to replace those 
men who must leave war plants for 
fighting jobs, and to expand produc- 
tion to meet new goals. 

And, most important of all, we must 
come at last to a real and. complete 
acceptance of women in industry and 
in commerce. Before this year ends, 
we must have at least 100,000 more 
women in war jobs and essential civil- 
ian jobs in this area . . . . the Phila- 
delphia area, not the region. 

Compared with attitudes in the early 
days of the war threat—the early days 
of what was then a defense effort— 
there has been a remarkable acceptance 
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of women in war work. But in com- 
parison with the need, the acceptance 
has been less than half-hearted. 

It is impossible for me to drive this 
home too hard. There are not going 
to be men available for a great many 
jobs. The only other labor source is 
women. The war manufacturer who 
does not prepare now to use substan- 
tial percentages of women, in all places 
where they can be used, is going to be 
caught in a very embarrassing situation 
in a very few months. He may find 
himself no longer a war contractor. If 
he cannot get men, and will not use 
women, it is quite obvious that the 
work he is doing must be turned over 
to somebody else. 


WoMEN CAN HANDLE Most OF Joss 


And do not think women cannot do 
most of the jobs. Of 1,900 war jobs 
analyzed to date, only 56 are unsuit- 
able for women. The women can do 
and are doing almost every kind of a 
job imaginable. To those men who 
cannot recognize that fact, to those who 
continue to resist our efforts to pro- 
mote the utilization of women, I want 
to give a word of advice. Go up to 
Franklin Institute. Stroll through the 
exhibit on Women in War Work. 
Your eyes will be opened, and I am 
afraid too many eyes are closed on that 
subject right now. 

The foreman of a tin shop in one of 
the nation’s largest shipyards was rid- 
ing home in a bus the other night with 
one of my men. He got to talking about 
women. He admitted that he had 
kicked like a bay steer when the boss 
told him a few months ago that he 
must take women into the sacred pre- 
cincts of his tin shop. But he took the 
first few. He was surprised. They did 
a bang-up job. Then more came in. 
They did as well as the men. And this 
foreman concluded his observations 
with the remark: 

“I would not care if they took every 
man out of that tin shop. The girls 
can do as good a job any day.” 

That’s experience talking. When we 
find objections to hiring women, that’s 
prejudice and old-fogyism talking. 

Yet I must confess that one of the 





most serious problems confronting us 
in conservative old Philadelphia is the 
attitude of employers toward women, 
Plants that now have 20 to 30 per cent, 
of their force made up of women— 
and should have 50 to 60 per cent— 
just stand there and balk at doing what 
they know is right. I do not know what 
they fear; I think we are not going to 
draft women for the army and I know 
we are going to take a lot of those 
men to whom the employers cling with 
such devotion. 


May Lose CONTRACTS 


The Navy League Service is run- 
ning a recruitment campaign for us 
now, and I want to tell you it is dis- 
heartening to see splendid, capable, 
willing women, who want to help win 
the war and can do so, rejected by 
some of the employers who will be 
howling for some of those women 
within the next few months. If em- 
ployers do not get their hiring specifi- 
cations down, they are liable to see 
their contract volume down. 

The need for women in jobs that 
are not straight war production, but 
are essential to the support of the war 
effort, is going to be great. But res- 
taurants still want men waiters, men 
capable of doing heavy work or fight 
ing. That is the attitude. 

The American people are faced with 
the most serious problem of all time 
in the matter of raising food. But men 
do not want to work on the farms, and 
the farmers do not want women and 
young people—which is about all they 
can get. We are going to give the 
farmers enough help to handle bigger 
food crops than ever, but it will be 
inexperienced help, not capable of 
handling truck-horse jobs. None of us 
here are farmers of any consequence, 
but if any of us have any influence 
with farmers we had better begin to 
use it now to convince them that 
women can do and are doing excellent 
jobs on farms in other sections of the 
country. We have just been lucky here 
in not needing them on farms in great 
numbers. But, unless our attitude 
changes, that luck will change—to 
hunger. 
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] want my remarks on the use of 
women in all kinds of work to be 
taken to heart. There is no tremendous 
immediate need, but it will come in a 
very few weeks when the Selective 
Service dragnet begins to make its 
Spring haul. It takes time and prepa- 
ration to train and integrate women 
into most war jobs, especially since the 
majority will have had no experience 
in such work. 


SHOULD CURTAIL TRANSFERS 


The acceptance of women workers 


is only one of the problems we face. 
We are asking employers to help us 
curtail unwarranted transfers of work- 
ers from one job to another. We are 
asking the unions to help us on that, 
also. 

By the same token, we are asking 
employers to give releases to workers 
who are clearly qualified to receive 
them. Under the employment stabiliza- 
tion plan adopted by the War Man- 
power Committee of this region, com- 
posed of equal management and labor 
tepresentation, employers are asked to 
give a statement of availability to any 
worker under any one of five condi- 
tions. That statement of availability 
should be addressed to the United States 
Employment Service, one of the oper- 
ating arms of the War Manpower Com- 
mission. It should not be carte blanche 
for the worker to go shopping for an- 
other job, purely as a matter of per- 
sonal preference. It is the policy of 
the War Manpower Commission to dis- 
courage such shopping about. We are 
justified because job shopping and 
job changes lose time from the war 
effort. They increase turnover. They 
increase training costs. We do not 
want job freezing, but we do want 
stick-to-it-iveness. And we want to 
know that, when a worker leaves one 
war job, he will go into another that 
is just as helpful to the war effort. 
That's why we want employers to re- 
lease men to the United States Employ- 
ment Service and not to whom it may 
concern. If they are sent to the em- 
ployment service, we can direct them 
to jobs where they are really needed. 


(Please turn to page 123) 


America’s Most Positive 
Control Record System 


DIEBOLD 


ROTARY FILE 





A ction is required today on the business front as well as the battle front. 


And Cardineer means action—fast, efficient, economical action—when 
it comes to providing management with the essential, up-to-the-minute 
business facts and figures so necessary to positive control. 


Cardineer offers split-second finding, doubled or trebled posting speed, 





‘2 CARDINEER OFFERS 


@ Faster finding and posting 
© Easier addition or transfer of 
records ® Effortless operation @ 
Division of work for peak loads. 


ASK FOR YOURS 


Studies in time-money saving 
ore available as follows; 
check and pin on your letter- 
head: Inventories CJ, Costs (1), 
Payroll & Personnel (), Plant 
& Equipment (), Purchases Li, 





Production (). 
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and in addition will save up to 40% of 
the manpower ordinarily required for 
control record systems. 


Wherever a card control record is needed 
Cardineer will do it better, faster, and 
cheaper, and it is being proved by a rapidly 
growing nation-wide list of users in every 
type of modern business. 

You owe it to yourself to investigate 
Cardineer now. And you are on your way 
to positive action control with your records 
when you submit your problem to our 
Methods Division, Department 1-4. 


DIEBOLD SAFE & LOCK COMPANY 
CANTON, OHIO 







Complete service of locks 
and vauits by Diebold’s 
factory trained men. 





MANUAL OF BANK 
ACCOUNTING, AUDITING 
AND OPERATIONS 
Published by the National Associa- 
tion of Bank Auditors and Comp- 
trollers, 512 Caxton Building, Cleve- 
land, Ohio. 320 pages, 1943. $2.50. 

This manual summarizes the latest 
thought and essential information on the 
various divisions of bank auditing and ac- 
counting. It has been developed through 
the interchange of ideas by American bank 
auditors and controllers over two decades. 
The resulting book sets forth the knowledge 
and experience of the leading authorities 
in this field, expertly assembled and classi- 
fied. 
The purpose of the manual is to provide 
an authoritative guide to effective and effi- 
cient bank accounting, auditing and opera- 
tion. The association recognized that a 
need existed for such a manual, and par- 
ticularly for one that would be helpful to 
the smaller bank, which has been kept in 
mind in the preparation of this material. 

The manual should serve as a reference 
book for the experienced banker and as a 
source of information and study for the 
bank employees. Revisions before going 
to press included changes to meet the re- 
quirements of the new earnings and divi- 
dends reports of the bank supervisory 
agencies, and the amortization of bond 
premiums for tax purposes. 

The book is a bound volume 6 x 9 
inches in size, with 320 pages. Part I covers 
such subjects as: 

Basic Bank Accounting Principles, Re- 
serve Accounting, Essential Bank Records, 
Cash and Accrual Accounting, Assets, Li- 
abilities and Capital Accounts, Safe Deposit 
Operation, Earnings and Expenses; Cost 
Analysis, Safekeeping, Internal Safeguards, 
Examination by Directors, Securities Ac- 
counting, Basic Insurance and Surety Bonds, 
Fixed Assets and Other Real Estate Man- 
agement Reports, Non-Ledger Assets, and 
Personnel Training. 

Part II is devoted to auditing. Its chap- 
ters are: I Bank Auditing Procedure, II 
Trust Department Auditing, III Auditing 
in Small Banks. 

The association was aided by an impres- 
sive group, in preparing the manual. In- 
cluded are: Leo T. Crowley, Chairman, 
Federal Deposit Insurance Corporation; 
Donald S. Thompson, Chief, Division of 
Research and Statistics, Federal Deposit In- 
surance Corporation; C. S. Young, Presi- 
dent, Federal Reserve Bank of Chicago; 
Charles B. Dunn, Vice-President and legal 
counsel, Federal Reserve Bank of Chicago; 
Leo H. Paulger, Chief, Examining Divi- 
sion, Board of Governors, Federal Reserve 








‘in War,” 
‘which commercial banks are making to the 
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System, Washington, D. C.; W. P. Folger, 
Chief Examiner, Office of the Comptroller 
of the Currency; George S. Olive, Certified 
Public Accountant, Indianapolis; and W. 
D. Lynn, Analyst for “Rough Notes.” 

Mr. B. P. Allen, President, First National 
Bank in Wabash, Wabash, Indiana, is 
named as Editor of the manual. 

Serving with Mr. Allen on The Manual 
Committee were: Ottmar A. Waldow, 
Comptroller, National Bank of Detroit; 
Charles Z. Meyer, First National Bank, 
Chicago, Illinois (now serving in United 
States Army); E. G. Armstrong, Comptrol- 
ler, Commerce Trust Company, Kansas 
City, Missouri; Charles H. Gordon, Comp- 
troller, Seattle First National Bank, Seattle; 
Oscar G. Schalk, Comptroller, Mercantile- 
Commerce Bank and Trust Company, St. 
Louis, Missouri; C. W. Borton, Vice-Presi- 
dent, Irving Trust Company, New York 
City; J. W. Massie, Auditor, Republic Na- 
tional Bank of Dallas; Arthur J. Linn, 
Comptroller, Hamilton National Bank, 
Washington, D. C.; and Evan M. Johnson, 
Cashier, The Anglo California National 
Bank of San Francisco. Mr. Waldow is 
President of the National Association, and 
all others are past Presidents. 


“THE BANKING SYSTEM AND 
WAR FINANCE” 

By Charles R. Whittlesey. Occasional 

Paper 8 of the Financial Research Pro- 

gram of the National Bureau of Eco- 

nomic Research. 58 pages. 


This report, which is the first of a new 
National Bureau series on “Our Economy 
emphasizes the contributions 


war effort. It points out, for instance, that 
in a single month of 1942 the commercial 
banks of the United States purchased more 
government securities than they acquired 
during the entire First World War. 

During the earlier conflict, the author 
points out, the function of the banks was 
to concentrate on the sale of bonds to the 
public. In the present war, however, their 
most important function has been lending 
to the government direct. During the first 
nine months of 1942, 60 per cent. of net 
borrowing by the Treasury was from com- 
mercial banks. Furthermore, bank holdings 
form a rising proportion of the total fed- 
eral debt outstanding. 

The role of the banks is not confined to 
buying war bonds. They help to finance 
the war by underwriting war production, 
and also by lending to individuals, who in 
turn lend money to the government. 

Research into “Our Economy in War” is 
being conducted under grants from the As- 
sociation of Reserve City Bankers, the 
Rockefeller Foundation and the Carnegie 
Corporation of New York. 
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“CORPORATE CONCENTRA- 
TION AND PUBLIC POLICY” 


By Harry L. Purdy, Martin L. Lindahl 
and William A. Carter, Professors of 
Economics, Dartmouth College. Pub. 
lished by Prentice-Hall, Inc., New 
York. 650 pages. $4.25. 


This book not only performs more than 
it promises, but its scope is much broader 
than its title would indicate. Beginning 
with the early nineteenth century, the au. 
thor traces the development of the modem 
large corporation and the public controls 
which have been designed to protect in- 
vestors and to remove corporate abuses, A 
study of the character of ownership and 
control in two hundred of the largest cor. 
porations brings the reader to the end of 
chapter four. 

A discussion of minority and manage. 
ment control and the holding company, 
followed by two chapters on public pro- 
tection for corporate investors, complete 
the first quarter of the book. 

Following the above is a most interest- 
ing and entertaining story (as easy to read 
as a novel) of the tobacco, aluminum and 
other businesses, with supporting statistics 
and comments. 

Part III is concerned with the Federal 
Trade Commission, the Sherman Act and a 
thorough discussion of public regulation 
of monopoly and competitive practices. 

Part IV, entitled Oligopoly and Indus. 
trial Cooperation, analyses the history of 
the iron and steel, meat, and other indus- 
tries and closes with a conclusion regard- 
ing possible public policies, and a twelve 
page index. 

Throughout the book the authors have 
given their conclusions, summaries and 
evaluations at the end of each major chap- 
ter. 

From a reading of this volume it is evi- 
dent that it has not been thrown together 
hastily, but represents long and serious 
study, the results of which are presented ina 
helpful and interesting manner to students 
of social science. 

Reviewed by RANDOLPH LANE. 





Twelfth Annual Meeting, Contrl- 
lers Institute of America, Wealdorf- 
Astoria Hotel, New York City, Sep- 
tember 20, 21, 22, 1943. Controllers 
should mark calendars now. 


LLBROWA 


Leper Paper 
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HOW MANNING TABLE, RE- 
PLACEMENT SCHEDULES, WILL 
OPERATE 


(Continued from page 121) 











Employers have been shirking their 
burden on this matter. They have sent 
men to the U.S.E.S. to obtain releases 
when they should have sent them there 
with statements of availability. So we 
have had a bottleneck and our work 
has been hampered, and delays and 
log-jams have occurred, and valuable 
time has been lost from the war effort. 

Again I must point out that all the 
blame does not rest upon the employ- 
ers. Workers have disregarded their 
obligations also.and have come to us 
with requests for releases which were 
wholly unwarranted. In such cases we 
have to deny the request and we try 
to persuade the worker to return to his 
job. When the matter is handled prop- 
etly and intelligently by our people, 
we generally succeed. Our workers are 
patriotic citizens. Sometimes they, like 
industry and government, just do not 
see all the angles. 


BASES FOR STATEMENTS OF 
AVAILABILITY 


Here are the conditions under which 
workers should be given statements of 
availability by their employers: 


(1) If the worker is competent to per- 
form higher skilled work than his 
employer is able or willing to pro- 
vide. 


(2) When the worker is employed for a 
substantial period at less than full 
time. 


(3) When the distance between the work- 
er’s residence and his place of em- 
ployment is unreasonably great (con- 
sidering the restrictions on the use 
of gasoline and tires and the avail- 
ability of reasonable transportation 
facilities) and he has prospective em- 
ployment that is substantially closer 
or more accessible. 

(4) When the worker is employed at an 
hourly rate of pay or under working 
conditions substantially less favorable 
than those prevailing in the commu- 
nity for the kind of work on which 
he is engaged. 

(5) When the worker has compelling 
personal reasons for wishing to 
change his employment. 


























Owing to the character of the information contained in this port- 
folio, it is not for general distribution. It is available for 
review, through local Burroughs offices, to industrial and govern- 
ment officials directly concerned with war accounting problems. 


* a real contribution” 


Long before Pearl Harbor, Burroughs 

technical systems and installation men 

were working with ordnance plants and 

war industries—with Army, Navy and 

government officials—to help them with 

their war accounting problems. As a 

result of the thoroughness and the 

outstanding work of these men, this 

Burroughs war accounting portfolio 

<2 7 contains, we believe, the most detailed, 
MANUFACTURING comprehensive information yet com- 


FOR WAR piled on methods and machines being 





The manufacture of aircraft used to handle practically every 
equipment for the Army Air 
’ Forces, and the manufacture 
of Burroughs figuring and 
accounting equipment for the 
Army, Navy, U. S. Govern- 
ment and the nation’s many BURROUGHS ADDING MACHINE Co. 


war activities, are the vital 


tasks: assigned to Burroughs DETROIT, MICHIGAN 
in the Victory Program. 


Burroughs 


accounting procedure essential to the 


war effort. 
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As I said, if employers refuse to 
grant releases to workers under any of 
the above conditions, they will be re- 
ferred to other employers by the United 
States Employment Service, and the 
othe. employer will be free to hire 
them. But we want employers to do 
their job. 

I hope we can rely upon them to do 
it, as a patriotic service, and I believe 
we can. I have had every indication of 
that in recent days. 

I should like to mention one or two 
other matters. One is the controlled 
hiring plan for critical areas. We have 
only one critical area in our region. 
That is at Somerville, New Jersey. We 
are trying to work out that situation 
and we are fortunate in being able to 
gain our initial experience in a rela- 
tively small area. We have not finished 
the job there. We are making haste 
slowly. 

But we want to avoid having any 
more areas classified as critical if we 
can possibly do so. I should dislike to 
see Philadelphia subjected to the re- 
strictions of controlled hiring. And 
there is one way to avoid it—by co- 
operation of labor, industry and gov- 
ernment. That is the answer to most 
of our questions. We are a long way 
from getting a satisfactory answer in 
Philadelphia, but we are making prog- 
ress toward it. I think it would be well 
for this group to consider my remarks 
on this matter thoroughly. 

Then there is a mandatory 48-hour 
minimum week order. This is not op- 
erative in Philadelphia, nor anywhere 
else in our three states, except Somer- 
ville. Not yet. But the day is coming. 
I consider it inevitable in Philadelphia. 

Consequently, I have made public 
announcement of our desire to have 
every business firm in this area go on 
a minimum 48-hour week—voluntarily. 

I hope that can be accomplished 
fully by July 1. I think that will save 
confusion. It may save compulsion. But 





TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 
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the 48-hour minimum week must be 
predicated on one of three premises: 


(1) That it will contribute to the war 
effort by making possible the produc- 
tion of more necessary material, or 
more necessary services, with the 
same force of workers. 

(2) That it will release workers... . 
who can be transferred promptly to 
other jobs. (It must not result in 
release of workers who can not be 
assured other jobs.) 

(3) It will either curtail or prevent ad- 
ditional hiring. 


If by any of these standards, any 
establishment, essential or not, should 
be working the minimum 48-hour 
week, it should adopt that policy as 
soon as possible. If any establishment 
can not help the war effort by adoption 
of that policy on one of those premises, 
it should prepare and hold, not submit, 
a brief of its case. We shall ask for 
it when the time comes. But it should 
be based on sound thought and unself- 
ish consideration. 

It is probable that I shall have to 
make the 48-hour week mandatory at 
an early date in the lumber and non- 
ferrous mining industries. That in- 
cludes aluminum. I have not com- 
pleted plans for that as yet, and I am 
not ready to talk much about its im- 
plications. But it is a national order, 
with respect to those industries. 

We receive many inquiries as to 
what is essential and what is not. We 
have a list of 35 essential activities. 
These are essential to prosecution of 
the war or support of the war effort. 

I understand, believe, and most 
earnestly hope, that considerable dis- 
cretion will be given to me in the de- 
termination of essentiality in my three 
states. In anticipation of that I am 
preparing a list which will augment 
the national list. It will include some 
civilian services. It will include most 
really necessary activities. And it will 
not be a shield against the draft... . 
except that it may result in some re- 
shuffling of the order in which se- 
lectees will be called. 

There is no positive shield against 
the draft for any man able to fight. 
There should be none. But decisions 
will have to be made all along the 
line on which man should go first. 














I want, in conclusion, to cite briefly 
the basic objectives of the War Man. 
power Commission. They ate these: 






(1) We are going to stop labor piracy 
and we have gone a long way to. 
ward achieving complete stoppage. 

(2) We want and will insist that the 
local labor supply be fully utilized, 
Housing conditions, transportation 
facilities and other services are 
strained enough without needless im. 
portation of labor. Using the full 
local labor supply means just that— 
everybody who can do a job, regard. 
less of race, creed, color, sex, or 
national origin. 

(3) When it becomes necessary to bring 
workers into a community, we are 
going to insist that this be done on 
an orderly basis, through the United 
States Employment Service. That 
prevents one city from robbing an. 
other. It also eliminates the time 
and money wasted in aimless travel, 

(4) We are going to do our utmost to 
effect all needed transfers from non- 
essential to war production industry, 
Non-essential establishments must 
recognize that and train people who 
are not qualified for war jobs. 

(5) We are going to do our best to cur- 
tail absenteeism from war plants, 
Labor has assured us of its whole- 
hearted cooperation and it is in- 
cumbent upon industry to do its part, 
We are not too badly off here. 

(6) We are going to insist on the full 
use of plant facilities and plant labor. 
That means, for one thing, no hoard- 
ing of workers. 

(7) We are insisting now that you uti | 
lize as fully as possible the training 
facilities provided to help you in the 
war effort. 

(8) We are “playing ball’ with you to 
systematize your Selective Service 
losses on the best basis for industry, 
consistent with military require 
ments. We insist that you play ball 
with us. 





































Gentlemen, if we accomplish those 
objectives we shall have done a great 
service to our nation. If we do not, we 
shall have missed the opportunity to 
save our people and humanity a great 
amount of suffering and travail. | 
know we can accomplish them. I be 
lieve we will accomplish them. And 
I hope most fervently that we shall 
reach our goal by voluntary methods. 
It is a big job. It is a tough job. And 
gentlemen, a great part of it is yout 
job. 
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WHAT LABOR BOARD’S WAGE 
POLICY 
(Continued from page 108) 














Board reached its decisions in the vari- 
ous cases, and that is a very important 
factor to consider. 

The Board is not bound by prece- 
dents, but decides each case separately, 
of course being guided by certain prin- 
ciples. But economic factors enter into 
the picture and the situation is con- 
stantly changing. Therefore, if I were 
now confronted with a new dispute 
case I should want to know first what 
the Board has done in respect to each 
issue, second how disputed issues have 
been determined which involved com- 
panies in my own industry and my 
own area, and third I should want to 
know how the Board is now determin- 
ing each issue. There are definite 
trends, and the Board has changed its 
position on many issues, such as shift 
bonuses, since its earlier decisions, and 
today, for example it seems to be tight- 
ening up on its application of the Lit- 
tle Steel formula, lest inflation through 
spiralling wage increases get out of 
hand. 

It is necessary, therefore, to keep 
constantly informed, so that you may 
be enabled to apply the Board’s cur- 
rent trend to the particular facts in- 
volved in your case. 





HOW TO MAKE USE OF RELIEF 
PROVISIONS OF REVENUE ACT 


(Continued from page 116) 











revenue. If the change had been made 
two years earlier the base period would 
have been more nearly comparable as 
a yardstick for measuring normal in- 
come during the excess profits tax 
years, 

In conclusion, I should like to leave 
this thought with you: I have heard 
of many schemes for developing re- 
serves during these days of high profits 
before taxes, as a cushion against the 
evil days which may come, but none 
appear to offer so real an opportunity 
for a rehabilitation reserve at the ter- 
mination of the emergency as a good 
claim for refund of profit taxes based 


upon the relief provisions of Section 
722, 
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Excess Profits Tax No Excuse 
for Excess Expenditures 


Excess profits taxes running as 
high as 90 per cent. are no justifica- 
tion for otherwise unsound expendi- 
tures, the members of the National 
Retail Dry Goods. Association were 
advised at their recent annual meet- 
ing. This counsel was given by Mr. 


Wilbur H. Friedman, member of the 
New York law firm of Proskauer, 
Rose, Goetz & Mendelsohn, whose 
remarks on the subject are published 
in ‘The Balance Sheet,” official mag- 
azine of the Controllers’ Congress 
of the department store organization. 
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every time the carbon wears out, Une 
~~ worn sheet is torn off and a fresh sup- 
ply pulled forward without removing 
blades that hold carbon. ..from a folded 
supply of ten flat sheets of carbon, 
folded in half. ...As many as 9000, 
8} x 7}, 6 part forms have been typed 
from ONE loading of Repeat-0-Paks on 
the Electromatic machine. 
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FEATURES 
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CARBONS STITCHED 


SAVES TIME Operator loads ma- 
chine with six to fifteen times more 
carbon than with the old way. . . . Suf- 
ficient supply for two to four weeks, 
depending on number of forms typed. 


ECONOMICAL Usual 30% waste 
of each flat carbon sheet is eliminated. 


MORE EFFICIENT Easily installed 
by clipping the REPEAT-O-PAK holder 
to the carbon blade. No special .de- 
vices needed. 


FASTER No fumbling, no fussing. 
Saves time of constant reloading. 
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CARBON SHEET 
EXTENDED FOR USE 





CLEANER Only the paper holder is 
handled when installing, not the car- 
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“There has been a good deal of 
talk to the effect that, because of the 
90 per cent. excess profits tax, Corpo- 
rations are dealing in 10-cent dollars 
and not in 100-cent dollars,” the 
speaker said. “Therefore it is ar. 
gued that corporations may profit. 
ably make large expenditures which 
they otherwise might not—for ad. 
vertising, increases in salaries, repairs 
and maintenance, sales production, 
promotion of hitherto unprofitable 
departments, and so on. 

“I question whether it is patriotic 
in time of war to adopt the attitude 
of making expenditures which other. 
wise would not be made, merely be. 
cause the expenditure is absorbed by 
saving in taxes. Apart from this 
problem, there is considerable doubt 
whether this view is sound policy. 

“In the first place, in view of the 
post-war refund of ten per cent. of 
the excess profits tax, you are dealing 
not in 10-cent dollars, but in 19-cent 
dollars. In the second place, it is 
now more difficult than ever to know 
when you arrive in the excess profits 
tax class. This is because the new 
law permits you to reconstruct your 
average base period income. It may 
be that your average profit credit 
is considerably higher than you 
thought, and if—some years from 
now—you and the Commissioner 
agree on a reconstructed average 
base period income that is higher 
than you now think it is, then the 
dollars you have spent, instead of 
being 10-cent dollars or 19-cent dol- 
lars, may turn out to have been 60- 
cent dollars, because that income 
would not have been subject to ex- 


bon. No smeary soiled hands or fingers. 


MORE ACCURATE Once 
REPEAT-O-PAK is properly fastened 
to blade, all sheets are automatically 
set TRUE and in perfect alignment. 


Electromatic, Underwood, Remington 
and Burroughs Fanfold Machines... 
ALSO 
for the following devices for typing con- 
tinuous forms on typewriters... American 
Sales Book Carbon Shifter, Egry Speed 
Feed, Gilman Carbon Shifter, United 

Autographic Register Adapters. 


cess profits tax anyway. 

“If it turns out that an increase in 
salaries or wages which you had been 
induced to make because you thought 
you were spending 10-cent dollars 
turns out not to be an allowable in- 
crease under the Executive Order 
governing stabilization of wages and 
salaries, then the whole of such pay: 
ments will be disallowed as a deduc- 
tion—and you will not only have 
paid out the salaries and wages but 
will also have to pay as much as 81 
per cent. of them in taxes, besides. 

“So far as other expenditures afe 


LASTS LONGER Special Buffer 
Sheet can be furnished to protect top 
carbon from cutting. 


MORE PRACTICAL Special 
Block-out Sheet can be attached to 
carbon to eliminate copy on bills of 
lading, shipping, or packing copies. 
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concerned,” Mr. Friedman contin- 
ued, “there have been several rulings 
which invite caution. It has been 
ruied, generally speaking, that ad- 
vertising expenditures in excess of 
normal will not be permitted as de- 
ductions. You may expect the Rev- 
enue Agents to go through your ad- 
vertising accounts with great care, 
for the purpose of weeding out ab- 
normal expenditures and disallowing 
them. In the case of large expendi- 
tures for repairs and maintenance, 
you may also expect the Revenue 
Agents to weed out and capitalize 
items which you had considered 
properly deductible. 

“If an item is disallowed as not 
being deductible at all, it means that 
when your returns are audited at 
some future date, you may be faced 
with a deficiency of 81 per cent. of 
the amount spent, which you will 
have to pay in cash, with interest, at 
a time when you may ill be able to 
spare the cash. If the item is capi- 
talized, instead of being disallowed, 
it is not lost as a deduction but is 
merely spread over future years. But 
if in those future years you do not 
have any income, then to that extent 
you will find that you are paying all 
instead of 10 per cent. or 19 per 
cent. of the amount you thought you 
were spending.” 


PERSONAL NOTES 

Mr. Edward M. Thomas, controller of 
the Chesapeake and Ohio Railroad and of the 
Nickel Plate and Pere Marquette railroads, 
has been elected vice-president of the three 
systems. He continues in his duties as con- 
troller. He is a member of The Controllers 
Institute of America-Cleveland Control. 


Mr. Irving H. Johnson, controller of the 
American-Marietta Company (formerly the 
American Asphalt Paint Company), Chi- 
cago, Illinois, was elected recently to the 
office of treasurer of the company and its 
subsidiary, The Ferbert-Schorndorfer Com- 
pany of Cleveland, Ohio. He became a 
member of The Controllers Institute of 
America in August, 1937, and holds cer- 
tificate of membership Number 997. 


Mr. Kenneth C. Richmond was elected 
recently treasurer of Abraham & Straus, In- 
corporated, Brooklyn. He became associated 
with the company as controller in 1928, 
and, was elected an operating vice-president 
in 1930; for many years he has been active 
in retailing. During World War I Mr. 
Richmond was an officer in the Navy and 
received a United States Navy Cross. He 
1s a member of The Controllers Institute 
of America. 
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Positions Wanted 











Credit Manager, Office Manager, 
Assistant Treasurer, with Accounting 
Experience 


Executive—draft exempt, married, excel- 
lent health, wishes to serve, where there is 
opportunity for growth. Glad to serve our 
country in defense work, where there will 
be postwar responsibilities. Varied experi- 
ence with national organizations. Back- 
ground has been in electrical, rubber, gaso- 
line, paint, wallpaper and brewing busi- 
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nesses. Versatile, initiative, well developed 
intuition, poise, loyalty, accustomed to re- 
sponsibility. What have you to offer an 
analytical mind, where diligent work will 
speed victory and open the way for peace 
building and service? Salary is secondary, 
where there is room for development. Will- 
ing to go anywhere. Address Box No. 403, 
“The Controller.” 


Executive Position Wanted 
Treacurer, Controller, or Assistant 
Experienced in banking, finance, taxes, 
accounting, personnel management. Posi- 
tion desired contributing to war effort, with 
post-war future. Age 47, married. Address, 
Box 404, “The Controller.” 





Saves Time 


as much as 60 per cent. 


transcribing the records. 


tinue work. 
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a a 
Record Keeping Equipment 
Will 
Solve Your Clerical Problems 
Lessens Fatigue 





Records Roll to the Operator 


Rol-Dex now made in wood, will speed up your record keeping 


All kinds and all sizes of cards and forms are now used in Rol- 
Dex—the most flexible equipment offered. 
Rol-Dex has replaced almost every type of equipment without 


Others have easy access to the records while the operators con- 


The removable trays allow you to place a large number of clerks 
to work on the record for a quick recapitulation. 


Let Us Help You Expedite Your Record Keeping 
Rol-Dex Company, 433 Shelby St., Detroit, Mich. 
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San Francisco Control Urges Abatement of 
Unemployment Tax on Employees 


The San Francisco Control went on rec- 
ord at a meeting held January 21 as favor- 
ing abatement of the state tax on employees 
for unemployment relief funds, acting on 
a recommendation to that effect presented 
by its Tax and Legislative Committee. This 
resolution was adopted, for submission to 
the State Legislature: 


WHEREAS, due consideration has been 
given by the members of the San Fran- 
cisco Control of The Controllers Insti- 
tute of America to the reasons for and 
against the State Tax on employees for 
the creation of an unemployment fund; 
and 

WHEREAS, such review and considera- 
tion has revealed the fact that only four 
states—Alabama, New Jersey, Rhode Is- 


land, and California—impose such a tax 
on employees; and 

WHEREAS, the balance on hand in the 
Unemployment Reserve Fund in the State 
of California now approximates $287,- 
000,000; and 

WHEREAS, it is necessary for the Fed- 
eral Government to impose high taxes for 
the full prosecution of the war and in- 
dividuals should therefore be relieved of 
every other form of taxation possible; 

THEREFORE, be it resolved that the 
San Francisco Control of The Control- 
lers Institute of America implore the 
committee of the Legislature which is 
considering revisions of taxes to con- 
sider favorably the removal of a tax on 
individual employees under the form of 
the legislation authorizing the creation 
of an Unemployment Reserve Fund. 


Higher Unemployment Insurance Tax Rate 
for War Industries Proposed 


Some interesting, and divergent, opinions 
on unemployment insurance were brought 
out in a discussion of that subject which 
was conducted by the Twin Cities Control 
of The Controllers Institute of America on 
February 2 in St. Paul, Minnesota. 

The following speakers had been invited 
to discuss the subject “Unemployment In- 
surance’: Mr. L. R. Anton, Acting Regional 
Representative, Federal Social. Security 
Board; Mr. Victor Christgau, Director, 
Minnesota Division of Employment and Se- 
curity; Mr. Charles Hoffman, Executive 
Vice-President, Minnesota Employers Asso- 
ciation. 

Speaking from a federal viewpoint, Mr. 
Anton advocated (1) complete federaliza- 
tion of the unemployment problem, (2) a 
more liberal system of benefits to meet 
current expenses during the period of un- 
employment, (3) adequate reserves to take 
care of the unemployed during the transi- 
tion period from war to peace time econ- 
omy, (4) a dependency allowance whereby 
the individual with dependents would re- 
ceive additional benefits, and (5) set a new 
ceiling in reserve accounts to discourage 
merit rates. He stated that the Social Se- 
curity Board was of the opinion that a 2.7 
per cent. rate at least should be maintained, 
and mentioned that the present unemploy- 
ment system was not designed to take care 
of extraordinary conditions such as may be 
expected after the war. 

Commenting on the payment of bene- 
fits to persons released from military serv- 
ice, the speaker introduced the question as 
to whether these benefits should be charged 
to existing reserves or paid from funds ob- 
tained through the enactment of a special 
tax. He referred to the status of married 
women presently working in war plants and 
other industries who will apply for bene- 
fits when they return to their domestic 
duties, despite the fact that their husbands 
may be gainfully employed. 





Mr. Christgau pointed out that the Fed- 
eral Social Security Law places certain lim- 
itations on state laws, that the rights of 
ex-soldiers to claim benefits expire in March 
of this year, and unless the State Legisla- 
ture remedies the situation or funds are 
made available to the state from Federal 
sources, the matter will have to be referred 
to the Federal Board for disposition. He 
stated that recommendations had been made 
to the legislative committee to make as few 
changes as possible in the present law due 
to existing conditions. However, there are 
three important problems which should be 
straightened out: (1) higher rates for war 
industries, (2) soldiers benefits, and (3) 
revise disqualification provisions. He added 
that they were planning to take care of the 
shift from war industries to private em- 
ployment, and mentioned that about 140,000 
men from the State of Minnesota are pres- 
ently in military service but they were un- 
able to determine how many of these came 
from covered employment. 


Mr. Christgau discussed the Wisconsin 
Law which provides that a reserve ac. 
count shall be maintained for each em. 
ployer, whereas Minnesota operates under g 
“pooled fund’ system. He stated that the 
Wisconsin system is so flexible that jt 
readily adapts itself to present day needs, 
In the case of expanded employment due 
to war production, and in anticipation of 
heavy demands for benefits after the war, 
the speaker advocated a special tax on that 
portion of the payroll which is in excess 
of labor costs for a normal year, possibly 
1940. The excess payroll would be taxed 
at a special rate which would be determined 
by increasing the contribution rate for the 
normal payroll by the per cent. which the 
current payroll exceeds the normal payroll, 
The special tax would be deposited in a 
separate emergency fund under state control 
and benefits would be paid from this fund 
before the regular reserve account is tapped. 
Concerning construction workers, the speaker 
remarked that during the present emergency 
they are confronted with the problem 4s 
to whether or not these workers should be 
permitted to leave the district where they 
were last employed, and if not, should they 
be paid unemployment benefits until suit. 
able work is provided. 

Mr. Hoffman, speaking from the em- 
ployers’ point of view, warned against Fed- 
eral control of unemployment insurance 
on the grounds (1) that the Federal Social 
Security Board is opposed to merit rates, 
and (2) in his opinion, the state top rate 
would be extremely low compared with the 
initial Federal rate. He mentioned that the 
State Legislature is making a determined 
effort to give proper consideration to the 
unemployment problem and that employers 
want a law similar to the one in Wiscon- 
sin. 

He stated that various proposals have 
been made regarding benefits payable to 
persons in war industries and military serv- 
ice, but emphasized that the latter is not an 
unemployment problem. The speaker sug- 
gested that since it is generally recognized 
the construction industry pays a premium 
wage, any one in that industry who worked 
twenty weeks at a wage twenty-five per cent. 
in excess of normal wages would be a- 
sumed to have been employed twenty-five 


(Please turn to page 131) 
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COMPTROLLER 


Successful manufacturer in automotive field seeks Comptrol- 
ler familiar with general and financial accounting, manufactur- 
ing costs, factory procedure and control—and budgetary con- 
Wants man capable of developing practical, efficient 
accounting organization without costly frills. Prefer man who has 
had experience with heavy goods manufacturer doing annual 
volume of $40,000,000 or more. One hundred per cent. war in- 
dustry with established leadership in automotive merchandis- 
ing that offers great post-war opportunities. Give experience, 
training, references and salary requirements in first letter. Ad- 
dress No. 402, “The Controller.” 









































mye 








an 
cot 


zat 
gat 


Sou 


hat 
rec 


line 
me 








onsin 
> at 
em- 
der a 
it the 
at it 
eeds, 
t due 
Dn of 
war, 
1 that 
xXCess 
ssibly 
taxed 
nined 
ir the 
h the 
yroll, 
in a 
ontrol 
fund 
pped. 
eaker 
gency 
mM. as 
Id be 
they 
1 they 
suit- 


> em 
t Fed- 
1rance 
Social 
rates, 
D rate 
th the 
at the 
mined 
0 the 
loyers 
iscon- 


have 
le to 
"Serv 
1ot an 
r Sug: 
nized 
mium 
orked 
cent. 
€ aS- 


ty-five 


\. 
co 
\- 
it 
is 
il 
\- 




















MEETINGS OF CONTROLS 





SPRINGFIELD 
Topic: “TAX FORGIVENESS AND 
PAY-AS-YOU-GO PLANS” 

A timely discussion of “Tax Forgive- 
ness and Pay-As-You-Go Plans” featured 
the regular monthly meeting of the 
Springfield Control. The round table fol- 
lowed the customary dinner, which was 
held in the Sheraton Hotel, on Febru- 
ary 16. 


SAN FRANCISCO 
Topic: “PROBLEMS UNDER WAGE 
AND SALARY STABILIZATION: 
USE AND OCCUPANCY INSUR- 
ANCE” 

Two round table discussions on topics 
of vital importance to controllers took 
place at the regular monthly meeting of 
the San Francisco Control, on February 
18, One, led by Mr. Walter F. Kaplan, 
controller of The Emporium, dealt with 
“Problems under Wage and Salary Stabi- 
lization.” The other, of which Mr. L. R. 
Abercrombie, resident controller of the 
Hartford Fire Insurance Company, was 
chairman, was on the subject of ‘Use and 
Occupancy Insurance.” 


ST. LOUIS 
Topic: “PROBLEMS IN CONNEC- 
TION WITH STABILIZATION OF 
SALARIES AND WAGES” 

Mr. E. J. Cunningham, assistant con- 
troller of the Monsanto Chemical Company 
and a member of the St. Louis Control, 
conducted a round table discussion on 
“Problems in Connection with the Stabili- 
zation of Salaries and Wages” at the or- 
ganization’s regular monthly meeting, 
which was held February 22 in the Mis- 
souri Athletic Club. 

In presenting the subject Mr. Cunning- 
ham was assisted by Mr. P. J. Dowd, di- 
rector of the Payroll Department of the 
Monsanto Chemical Company, who out- 
lined the various regulations and require- 
ments under Executive Order No. 9,250. 


ROCHESTER 
Topic: “RENEGOTIATION OF GOV- 
ERNMENT CONTRACTS” 

Two members of the Rochester Control— 
Mr. E. S. LaRose of the Bausch & Lomb 
Optical Company, and C. J. Van Niel of 
the Eastman Kodak Company—led a dis- 
cussion of “Renegotiation of Government 
Contracts” at the regular monthly meeting 
of the group, which was held February 24 
in the Rochester Club. 

The two speakers presented a detailed 
analysis of the accounting requirements 
which are essential to companies which 
have government contracts. 


PITTSBURGH 


Topic: “WAR CONTRACT CANCEL- 
LATION” 


An interesting aspect of a basically im- 


portant subject was the topic for discus- 
sion at the regular monthly meeting of the 
Pittsburgh Control—“War Contract Cancel- 
lation.” Mr. Dundas Peacock, a member 
of the Control and controller of the Elliott 
Company, Jeanette, Pa., spoke on the sub- 
ject and led the discussion which ensued. 
The meeting was held February 22, in the 
Fort Pitt Hotel. 


PHILADELPHIA 
Topic: “MANPOWER” 


The Regional Director of the War Man- 
power Commission, Mr. Louis B. F. Ray- 
croft, spoke on “Manpower” at the regular 
monthly meeting of the Philadelphia Con- 
trol, which was held March 4 in the Ritz- 
Carlton Hotel. Two guests of honor at- 
tended—Colonel Henry F. Rhodes, Regional 
Liason Officer of National Selective Service 
Headquarters, and Commander William M. 
Darlington of the 4th Naval District. 

Mr. Raycroft, the guest speaker, was for- 
merly director of public and industrial re- 
lations for the Electric Storage Battery 
Company. 


NEW YORK 


Topic: “ECONOMIC PROBLEMS OF 
THE WAR AS WE FIND THEM 
IN 1943” 

Despite sub-zero weather and a widely 
publicized, statewide blackout scheduled 
for the same evening, a goodly number of 
the members of the New York City Con- 
trol attended the regular monthly meet- 
ing, held February 18. The drawing card 
was an off-the-record speech by Dr. Har- 
old G. Moulton, president of the Brook- 
ings Institution, Washington, D. C., who 
spoke on “Economic Problems of the War 
as We Find Them in 1943.” 


MILWAUKEE 


Topic: “POST-WAR BOOM OR COL- 
LAPSE ?” 


Professor Sumner H. Slichter of Harvard 
University was the guest ‘speaker at the reg- 
ular monthly meeting of the Milwaukee 
Control, held February 9 in the University 
Club. His topic was “Post-War Boom or 
Collapse?”—a timely question of exciting 
importance to every business controller. 

Before the dinner which preceded the 
meeting, the members of the Control were 
guests of Mr. J. A. Keogh, vice-president 
and controller of the Allis-Chalmers Mfg. 
Company, at cocktails in the Club. The 
customary unlimited guest privileges were 
withdrawn for the occasion, but each con- 
troller was invited to bring the president 
of his company to the meeting, or some 
other executive representing the president. 


LOUISVILLE 


Topic: STREAMLINING CONTROL 
SYSTEMS 


Visual instruction in streamlining busi- 
ness control systems was the feature of the 
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regular monthly meeting of the Louisville 
Control, which was held February 24 in 
the Pendennis Club. The Standard Regis- 
ter Company, Dayton, Ohio, presented its 
“Sound Film Library,” a time-saving edu- 
cational service stressing wartime shortcuts. 


LOS ANGELES 


Topic: “PROBLEMS OF THE MEAT 
PACKING INDUSTRY” 


Mr. Louis C. Hageman, controller of the 
Luer Packing Company and a member of 
the group, addressed the Los Angeles Con- 
trol at its February meeting. His topic was 
“The Problems of the Meat Packing In- 
dustry.”” The meeting was held February 18 
in the Clark Hotel. 


KANSAS CITY 


Topic: WAGE AND SALARY STA- 
BILIZATION 


Case studies in wage and salary stabi- 
lization were discussed and reviewed at 
the regular monthly meeting of the Kan- 
sas City Control, held February 8 in the 
Kansas City Club. The speaker, Mr. Har- 
old M. Noble, attorney and partner in 
the law firm of McCune, Caldwell, Down- 
ing & Noble, also answered questions on 
the subject submitted by the members in 
advance of the meeting. 


INDIANAPOLIS 


Topic: “RENEGOTIATION OF WAR 
CONTRACTS” 


Mr. Horace G. Barden, C.P.A., who has 
addressed the Indianapolis Control on a 
variety of subjects, made a return appear- 
ance at the February meeting, at which he 
spoke on “Renegotiation of War Con- 
tracts." The meeting, which followed the 
customary monthly dinner, was held Feb- 
ruary 10 in the Indianapolis Athletic Club. 


HOUSTON 


Topic: “GROUP LIFE INSURANCE 
AND ANNUITY PLANS UNDER 
THE POST-WAR ECONOMY” 


A new phase of post-war problems was 
taken up at the regular monthly meeting 
of the Houston Control, in the form of 
“Group Life Insurance and Annuity Plans 
for Corporate Employes under Post-War 
Economy.” The speaker was Mr. Loren D. 
Stark, Houston insurance counselor. The 
meeting was held February 23, in the Hous- 
ton Club. 


HARTFORD 


Topic: “WHAT MANAGEMENT EX- 
PECTS OF THE CONTROLLER’S 
DEPARTMENT” 


A subject of interest to controllers every- 
where was covered at the regular monthly 
meeting of the Hartford Control, which 
was held February 11 at the Elm Tree Inn, 
Farmington, Conn. The topic was “What 
Management Expects of the Controller's 
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Department,” and the speaker was Mr. Wil- 
liam A. Purtell, president of the Billings 
& Spencer Company and the Holo-Krome 
Screw Company, of Hartford and West 
Hartford, respectively. 


DISTRICT OF COLUMBIA 
Topic: “THE REVENUE ACT OF 
1942” 

Mr. Maxwell E. McDowell, head of the 
tax department of the Standard Oil Com- 
pany (New Jersey), who has addressed a 
number of national meetings of The Insti- 
tute, was guest speaker at the regular 
monthly meeting of the District of Colum- 
bia Control. His topic was “The Revenue 
Act of 1942.” 

National President T. C. McCobb, con- 
troller of the Standard Oil Company (New 
Jersey), attended the meeting, together with 
a delegation from the Baltimore Control. 

The meeting was held February 23, in 
the Carlton Hotel. It was the largest 
meeting in the history of the Control. 


DETROIT 

Topic: REDUCING WORK TO OFF- 

SET PERSONNEL DIFFICULTIES 

Mr. Walter J. Gerick, division comptrol- 
ler of the Socony-Vacuum Oil Company, 
Inc., and Mr. Kenneth B. Coats, treasurer 
of the Great Lakes Steel Corporation, ad- 
dressed the January meeting of the De- 
troit Control on the subject of eliminating 
work to offset difficulties in obtaining office 
personnel—especially the personnel required 
for keeping records and making reports 
under government regulations. 

The meeting, which followed the cus- 
tomary dinner, took place in the Hotel Stat- 
ler on January 26. 


Topic: “POST-WAR PLANNING” 


“Post-War Planning’’ was the subject 
for discussion at the regular monthly meet- 
ing of the Detroit Control, which was held 
February 23 in the Hotel Statler. The 
speaker was Mr. George Romney, manag- 
ing director of the Automotive Council for 
War Production. 


DAYTON 
Topic: “WAGE STABILIZATION 
AND RECENT RULINGS OF THE 
WAR MANPOWER COMMISSION” 


An interesting discussion on “Wage 
Stabilization and Recent Rulings of the 
War Manpower Commission” took place 
at the regular monthly meeting of the 
Dayton Control, under the leadership of 
Mr. Kenneth Morse, assistant general 
manager of the Standard Register Com- 
pany. The meeting, which followed the 
customary dinner, was held February 11, 
in the Van Cleve Hotel. 


CLEVELAND 
Topic: “CAN WE WIN THE PEACE 
ALSO?” 
A nationally known economist, Mr. Rus- 





sell Weisman, educator and columnist on 
the Cleveland “Plain Dealer,” spoke on 
“Can We Win the Peace Also?” at the reg- 
ular monthly meeting of the Cleveland Con- 
trol, which was held February 9 in the Ho- 
tel Cleveland. Mr. Weisman emphasized the 
importance of re-establishing private enter- 
prise through abandonment of regimenta- 
tion and wartime controls during the post- 
war period. 


CINCINNATI 
Topic: “RATIONING” 


Full information about current rationing 
plans was imparted to the members of the 
Cincinnati Control at their regular monthly 
meeting, which was held February 9 in the 
Netherland Plaza Hotel. The speaker was 
Mr. Charles E. Vance of Cincinnati, local 
OPA attorney. 


CHICAGO 
Topics: “THE CONTROLLED MATE- 
RIALS PLAN” AND “RENEGO- 
TIATION OF CONTRACTS” 

Two concurrent round table discussions, 
one on “The Controlled Materials Plan” 
and the other on “‘Renegotiation of Govern- 
ment Contracts,’ were conducted at a 
meeting of the Chicago Control on Febru- 
ary 9 in the Union League Club. 

Mr. H. L. Stuntz, assistant controller of 
the Alton Railroad Company, conducted the 
discussion on CMP, at which the guest 
speaker was Mr. John McParland, CMP 
specialist assigned by the War Production 
Board to explain the new plan to business 
men. The discussion on renegotiation was 
led by Mr. J. A. McBride, Jr., comptrol- 
ler of the United Drill and Tool Corpora- 
tion, who introduced the guest speaker on 
that subject—Mr. Glen A. Lloyd, Chief of 
the Price Adjustment Section of the Chi- 
cago Ordnance District and former partner 
in the law firm of Bell, Boyd and Marshall. 


Topic: ABNORMALITY AND RE- 
LIEF SECTIONS OF THE EXCESS 
PROFITS TAX LAW 

Concentrating on those two sections of 

the Excess Profits Tax Law which offer op- 
portunity for substantial tax savings, Mr. 
R. W. Jefferson, C.P.A., addressed the mem- 
bers of the Chicago Control at their regu- 
lar monthly meeting, on the abnormality 
and relief sections of the law. His re- 
marks were followed by a question-and- 
answer period which enabled the control- 
lers present to bring up their own prob- 
lems for discussion. The meeting was 
held February 23, in the Union League 
Club. 


CHATTANOOGA 
Topic: “BRING YOUR OWN PROB- 
LEM” 
A “Bring Your Own Problem” meeting 
was staged on February 9 by the Chatta- 
nooga Control, and everyone present was 
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invited to bring up one or more difficulties 
arising from the Controlled Materials Plan, 
wage stabilization, Federal taxes, Execu- 
tive Order No. 9,240 and other current 
problems. Mr. Warren A. Jeffords, a mem- 
ber of the Control and vice-president and 
treasurer of the American Lava Corpora. 
tion, presided at the meeting. 


BUFFALO 


Topic: “FREEZING OF SALARY 
AND WAGE RATES” 


An open discussion of ‘Freezing of Sal- 
ary and Wage Rates” took place at the reg. 
ular monthly meeting of the Buffalo Con- 
trol, which was held February 2 in the Park 
Lane Hotel. Mr. A. Norman Graf, a mem. 
ber of the Control, and divisional treasurer 
of the Ontario Biscuit Company, is chair. 
man of the Program Committee, which 
sponsored the discussion. 


BRIDGEPORT 


Topic: “CORPORATION TAXES UN. 
DER THE 1942 REVENUE ACT” 


The guest speaker at the regular monthly 
meeting of the Bridgeport Control, held 
February 3 at the Bridgeport Club, was 
Mr. Virgil P. Ettinger, New York tax con- 
sultant and former editor-in-chief of the 
Prentice-Hall Tax Service. His topic was 
“Corporation Taxes Under the 1942 Reve. 
nue Act.” Mr. Ettinger has lectured on 
taxes at New York University, and is n- 
tionally known as a speaker on the subject. 


BOSTON 


Topic: “THE WAR MANPOWER 
PROBLEM” 


Mr. Edward F. Connelly of the Associ- 
ated Industries of Massachusetts, co-author 
of the Massachusetts Experience Rating 
Bill in connection with workmen’s com- 
pensation insurance, spoke on “The War 
Manpower Problem” at the regular monthly 
meeting of the Boston Control. The mett- 
ing was held February 23, in the Uni- 
versity Club. 

Mr. Joseph A. Smith, regional director 
of the War Manpower Commission, also 
attended as guest speaker, outlining the 
most recent developments in Washington. 


BALTIMORE 


Topic: “PERSONNEL PROBLEMS IN 
WARTIME” 


The members of the Baltimore Control 
came to grips with a problem which is 
bothering all branches of business manage: 
ment when they devoted the regular monthly 
meeting of their group to a discussion of 
“Personnel Problems in Wartime.” The 
speaker was Mr. J. H. Kahlert, director of 
industrial relations of the Bendix Radio 
Company. Members of the Control were 
invited to bring their personnel department 
heads and other officers to the meeting, 
which was held February 10 in the Lord 
Baltirnore Hotel. 
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NOW IT’S “BOSTON CONTROL” 


The name of what was formerly 
the New England Control, of The 
Controllers Institute of America, has 
been changed to ‘Boston Control.” | 

This action, taken by the Board of | 
Directors of The Institute at a meet- 
| ing held January 8, 1943, was in 
response to a request from the Con- 
trol. The organization was known 
when formed as the Boston Control. 
Later it became the New England 
Control. Now it reverts to its orig- 
inal title. 
| The Control retains its former ter- 

ritory. The Springfield (Massachu- | 
setts) Control, recently formed, did | 
not cut into the territory of what is | 








now the Boston Control. 





TWIN CITIES 
Topic: “UNEMPLOYMENT INSUR- 
ANCE” 


Three speakers participated in a sympo- 
sium on “Unemployment Insurance” at the 
regular monthly meeting of the Twin Cities 
Control, which was held February 2 in the 
Town and Country Club, St. Paul. Those 
who gave their views on this subject, which 
was made especially timely by several pro- 
posed amendments to the present Minne- 
sota Unemployment and Security Act, were: 
Mr. L. R. Anton, acting regional representa- 
tive of the Social Security Board; Mr. Vic- 
tor Christgau, director of the Minnesota 
Division of Employment and Security, and 


_Mr. Charles Hoffman, executive vice-presi- 


dent of the Minnesota Employers Associa- 
tion. 


SYRACUSE 


Topic: THREE QUESTIONS OF CUR- 
RENT INTEREST 


A symposium on three important ques- 
tions now facing business management 
took place at the regular monthly meet- 
ing of the Syracuse Control, held Febru- 
ary 16 in the Industrial Club. The first 
topic, “The Day Base Plan Under the 
New York Unemployment Insurance 
Law,” was discussed by Mr. John A. Wil- 
liams of the Niagara Hudson Power 
Company, a member of the Control. The 
second speaker, Mr. Homer Reeves of the 
Easy Washing Machine Corporation, out- 
lined the Controlled Materials Plan, while 
Mr. Richard F. Harrison of the First 
Trust & Deposit Company addressed the 
group on ‘V-Loans.” 


“THE ‘EIGHT POINTS’ OF POST-WAR 
WORLD REORGANIZATION,” compiled 
by Julia Emily Johnsen, Wilson, New 
York. 1942. 126 pages. 90 cents. 


HAROLD W. WURSTER 


A member of The Controllers Institute 
of America—Detroit Control, since Novem- 
ber, 1939, Mr. Harold W. Wurster passed 
away early in February, 1943. He was 
secretary-treasurer of the Murray Corpora- 
tion of America, Detroit, and had been 
connected with the company for fifteen 
years. He had been ill since May, and two 
days before his death had been taken to a 
hospital. 

Mr. Wurster started his business career 
as an auditor for the Dime Savings Bank. 
Later he joined the C. Harold Wills Com- 
pany of Marysville, Michigan, as secretary 
of the corporation, and then became asso- 
ciated with the Murray Corporation. 

He was fifty-one years old and is sur- 
vived by his wife, two daughters, and two 
sons. He lived at 855 Balfour, Grosse 
Pointe, Michigan. 


WILLARD G. NIMS 
Mr. Williard G. Nims, treasurer of The 
L. S. Starret Company, Athol, Massachu- 
setts, passed away on February 17, 1943, 
in his sixty-eighth year. He was assistant 
treasurer of the company from 1912 to 
1923, and treasurer since 1923. He was 


elected to membership in The Controllers 
Institute of America in April, 1937, and 
was transferred last fall from the New 
England Control (now the Boston Con- 
trol) to the Springfield (Massachusetts) 
Control when it was organized last Oc- 
tober. 
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weeks and consequently would not be eligi- 
ble for benefits until after the twenty-fifth 
week. 

He urged that eligibility standards be ac- 
curately determined before benefits are ap- 
proved, and recommended that the state 
law be amended to include persons pres- 
ently not covered. He concluded by refer- 
ring to the Governor's suggestion to in- 
crease the duration of benefits from six- 
teen to eighteen weeks, and to a proposal 
by the Minnesota Employers Association 
that employers’ liability for charges result- 
ing from benefit payments be limited to 52 
weeks from date of separation instead of 
present liability period of 18 months. 
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NEW MEMBERS ELECTED 


At a meeting of the National Board of 
The Controllers Institute of America held 
February 26, 1943, the applicants named 
below were elected to active membership 
in The Institute: 


J. C. BEHRINGER 
American Steel Package Company, De- 
fiance, Ohio 


NATHAN A. BECKWITH 
The Holo-Krame Screw 
Elmwood, Connecticut 


Corporation, 


HENRY P. BLACKEBY 
Standard Oil Company of New Jersey, 
New York City 


RAYMOND F. BRADSHAW 
South Chester Tube Company, Chester, 
Pennsylvania 


ERNEST J. BUSHING 
Phillips-Jones Corporation, New York 
City 

CHARLES T. CUBELLIS 
The Mennen Company, Bloomfield, New 
Jersey 


Harry W. CupDING 
The Univis Lens Company, Dayton 


Davin P. Epwarps 
Struthers Wells Corporation, Titusville, 
Pennsylvania 


Aucust F. Faix 
The L. D. Caulk Company, Milford, 
Delaware 


MELVIN C. FRAILEY 
Pacific Greyhound Lines, San Francisco 


ErNEst A. GRATTON 
Bundy Tubing Company, Detroit 
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LEO R. GRUBER 
The Drovers National Bank of Chicago, 
Chicago 

H. C. GwINN 
Chicago Flexible Shaft Company, Chi- 
cago 

M. E. Hardaker 
Wurzburg Dry Goods Company, Grand 
Rapids, Michigan 

Ernest C. N. HAWKINS 
General Engineering and Dry Dock Com- 
pany, Alameda, California 


Linwoop E. HEWITT 
Western Massachusetts Companies, Tur- 
ners Falls, Massachusetts 


ELMER K. HIGLEY 
Middle West Service Company, Chicago 


HAROLD R. HorRTON 
Goodman Manufacturing Company, Chi- 
cago 

THomas A. INCH 
Arrow-Hart & Hegeman Electric Com- 
pany, Hartford, Connecticut 


ARTHUR L. JOHNSON 
Chicago Metal Hose Corporation, May- 
wood, Illinois 

PHILIP W. KoOEBIG 
Sheffield Farms Company, Inc., New 
York City 


EwaLp E. Kornitz 
Albert Trostel & Sons Company, Mil- 
waukee 

C. B. KUHN 
The Coleman Lamp and Stove Company, 
Wichita, Kansas 


Epwarp S. LARKIN 
Jacques Wolf & Company, Passaic, New 
Jersey 

RoBERT E. Lay 
Cummins Engine Company, Columbus, 
Indiana 


GLENN O. MADDOCK 
Louisiana Ice & Electric Company, Alex- 
andria, Louisiana 

OLIVER R. Marcu 
The Wheland Company, Chattanooga, 
Tennessee 

JOHN L. MENART 
Pump Engineering Service Corporation, 
Cleveland 

J. HERBERT MILLER 
Mayflower Doughnut Corporation, New 
York City 

ERNEST J. MEUTEN 
Pratt & Whitney Division of Niles-Be- 
ment-Pond Company, West Hartford, 
Connecticut 

Gait A. MILLs 
Princeton University, 
Jersey 


BEN C. MOISE 
Maison Blanche Company, New Orleans, 
Louisiana 


Princeton, New 


132 


J. R. MULVEY 
Humble Oil and Refining Company, 
Houston, Texas 
N. J. PuGH 
Raleigh Smokeless Fuel Company, Beck- 
ley, West Virginia 
CLAUDE O. RAINEY 
Trico Products Corporaton, Buffalo, New 
York 
WILLIAM H. SCHRADER 
Easy Washing Machine 
Syracuse, New York 
GorDON W. SCHROEDEL 
Bovaird & Seyfang Manufacturing Com- 
pany, Bradford, Pennsylvania 
FRED P. SLIVON 
Libby, McNeill & Libby, Chicago 
ERNEST W. STILES 
Ohmer Pare Register Company, Dayton 
RUSSELL .F. THOMES 
Central Hanover Bank and Trust Com- 
pany, New York City 
FRANCIS D. WEEKS 
Lamson Corporation, 
York 
HucH G. WHITE 
Doughnut Corporation of Amerca, New 
York City 
Ervin A. ZERN 
The Wayne Pump Company, Fort Wayne, 
Indiana 


Corporation, 


Syracuse, New 





Election of the 43 new 
members named above 
brings the total member- 
ship of The Institute to 


1,919 


NO COMPANY MEMBERSHIPS 


There are no company member- 
ships in The Controllers Institute 
of America. 

All memberships are on an indi- 
vidual, personal basis. They are 
bestowed upon individuals only 
after they have made available to 
the Admissions Committee infor- 
mation concerning their personal 
qualifications, positions and re- 
sponsibilities, which indicates that 
they meet the high standards of 
eligibility established by The Insti- 
tute. 

















